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title 5—administrative 

PERSONNEL 

Chapter I—Civil Service Commlislon 

Put 6~Exciptxon8 Prom Compitxtxvi 
Service 

riDERAL MEDIATION AND CONCILIATION 
8ERVIC1 

Effective upon publication In the Ped- 
OAi Register, paragraph (f) Is added to 
16^46 as set out below. 

Ifi.34« Federal Mediation and Con- 
ettisf^on Service. • • • 
it) One Special Representative. 

(E a 1753: MO. a. 22 SUL 403; 5 U. 8. C. 831. 

United States Civil Serv* 
ICE Commission. 

IstALl Wm. C. Hull, 

Executive Assistant, 

(I*, n. ooc, 5e-eo3e: Ptied. Not. a. lose: 
8:50 A. m.] 


Chapter III—Foreign and Territorial 
Compensation 


(Dept. Reg. 106.802] 

Pait 32S—Additional Compensation m 
Foreign Areas 

dbsicnation of ditterential posts 

Section 325.11 Desionation o/ differ- 
CTtici pofts, is amended as follows, effec- 
^ 83 of the beginning of the first pay 
P8rtod following November 3,1956: 

f- r^aragraph (a) is amended by the 
G«etion of the following: 

^^*<WAlore. 

A ?* F^8Kraph (b) Is amended by the 
wletton of the following: 

*nia<ior. aU pQtt« except OUAyAquU. Plchl- 
Queredo And Quito. 
pOAU except BAngmlort, Bhopal, 
CiUcuttA, ChazidlgArh, Caddalore, 
HaxArlbagh. HyderahAd, tot- 
Lucknow. LudhlAXiA, MadniA. NAbhA, 
V^or^* U®lhl. Simla, TriTAndnim And 


(a> Is amended by th( 
*■^^1011 of the following: 

KcuAdor. 

<b> is amended by thi 
^Uon of the following: 


Ecuador, All poeU except DauIa. QuAyaquU. 

PlchUlbgue. Quevedo And Quito. 

IndU. All poAU except BAngalore, Bhopal. 
Bombay, Calcutta, Chandigarh. Owoltor. 
Kaxorlbagh. Hyderabad, totnagar, Luck¬ 
now. LudhlanA, Uadrae, Nabha. Nagpur, 
New Delhi, Simla, Trivandrum and Vellore. 

(Sec. loa. Part I, E. O. 10.000, 13 P. R. 5463. 
8 CFR. IMS Supp.) 

Dated: October 26. 1956. 

For the Secretary of State. 


1. W. Carpenter. Jr., 
Assistant Secretary•ContfoUer, 

IF. R. Doc. 56-8026; Filed. Not. 2. 1956; 
8:48 A. tn.] 


TITLE 14—CIVIL AVIATION 

Chapter I—Civil Aeronautics Board 
Swbchopler A—OvQ Air legwlolient 
|Supp. 311 

Part 4b—A irplane Airwortiiinkss; 

Transport Categories 

ENGINE POWER CALIBRATION 

The following new S 4b.ll0-2 sets forth 
CAA policlee relating to the procedures 
and methods to be used as a guide for 
conducting engine power calibration dur¬ 
ing type certification tests and establish¬ 
ing a calibrated power curve to be ap¬ 
plied to the performance evaluation of 
transport category aircraft. 

A new i 4b.lia-2 Is added to read as 
follows: 

8 4b.ll6-2 Engine power calibration 
iCAA policies which apply to i ibJlO). 
The performance of an airplane estab¬ 
lished in accordance with the require¬ 
ments of 88 4b.llO through 4b.l25 and 
shown In the performance section of the 
Airplane Flight Manual should be re¬ 
producible by any airplane of a similar 
model having engines that deliver no 
more than 100 percent certificated rated 
power. This means that the power used 
to drive all accessories, other than those 
necessary to the functioning of the en¬ 
gine. should be deducted from the cer¬ 
tificated rated or installed engine power, 
whichever is less. To assist in meeting 
these objectives, the engine power of all 
new type airplanes as defined by 8 4b.ll 
(e) should be calibrated in accordance 
with paragraphs (a) through (o) of this 
section. 

(CoQtlnued on p. S410) 
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Chapter I: 

Parti (proposed) (2 docu¬ 
ments) __-_— 8434, 8439 

Title 45 
Subtitle A: 

Part 14_ 8432 


(a) Corrections to the calibrated 
power for enaines producing power 
c^ve the certificated ratings, (1) The 
applicant should provide engine power 
output data obtained from dynamometer 
teita, or the equivalent thereof for all 
engines that are installed In the airplane 
which will be used In the power cali¬ 
bration flight tests. The data should be 
sufficiently complete to allow a direct 
comparison with the approved certifi¬ 
cated ratings of the engines. 

(2) If the dynamometer calibration 
data for any engine selected for the In¬ 
flight power calibration In accordance 
with the provisions of paragraph (b) of 
this section Indicate that the power 
(based on standard atmospheric condl- 
tkms for the engine) Is higher than the 
certificated rating for the engine model, 
the calibrated power curve established 
u a result of flight tests in paragraphs 

(b) and (c) of this section should be 
corrected by applying the following 
power reduction: 100 percent of the 
power increment between the dynamom¬ 
eter calibration and the certificated 
engine rating at sea level, and 47 per¬ 
cent of the sea level power increment 
ippUed at an altitude of 20.000 feet with 
a lineal variation between these two 
points throughout the operating altitude 
range of the airplane. If the calibrated 
power curve established as a result of 
ihe flight tests represents an average 
power for more than one englnef it 
•bould be corrected by applying a power 
reduction equivalent to the average 
power difference between the dynamom- 
and the rated power for all en- 
used in the flight calibration tests. 
The application of other correction 
aethods and values that will adjust the 
power data on the basis of the ccrtlfl- 
»ted rating of the engine throughout 
Ijc operating altitude range of the alr- 
are acceptable If they can bo 
aubstanUatecL 


Jb) Selection of engines for power 
calibration in flight With the exception 
0* the critical inoperative engine, the 
number of engines which will be used 
■a a basis for power calibration is left 
JO the option of the applicant. How- 
^e procedure specified In this por- 
•ar^h should be followed to determine 
cnglne(s) should be selected for 
®jwJishlng the basic calibrated power 
curve. 

installed power of all engines 
In flight by means 
« caubrated torquemeters or other 
^wvalent methods. If a calibrated 
jnrve is to be established on the 
nil engine driven accessories 
operation during flight, the 
should be made under full 
load conditions. If a separate 
power curve is to be estab- 
for application to those test con¬ 


figurations where certain accessories win 
not be in operation, the powxr of aU en¬ 
gines may be compared when these ac¬ 
cessories are in the appropriate idling 
or off position. In this case It will be 
necessary to provide data, indicating ac¬ 
cessory load requirements for those flight 
configurations and the particular en- 
bne(s) from which the powxr to ob¬ 
tained. 

(2) For two-engine aircraft it to only 
necessary to calibrate the engine which 
produces the lesser powxr determined by 
comparing the results of the torquemetcr 
indications in accordance with subpara¬ 
graph (1) of this paragraph for the most 
critical accessory load condition and tak¬ 
ing into consideration the appropriate 
power reduction when the engine dyna¬ 
mometer test output to above the rated 
power for the engine. All performance 
data scheduled in the Airplane Flight 
Manual should be based on the calibrated 
power curve established for this engine. 
If the applicant desires to calibrate the 
power of both engines, only the all en¬ 
gine operating performance data should 
be based on a curve representing the av¬ 
erage power for the two engines. 

(3) When the applicant desires to 
calibrate the power of one engine for air¬ 
craft having more than two engines, the 
engine selected should be that which de¬ 
livers the lowest power, determined by 
comparing the results similarly as in the 
case of the two-engine aircraft In sub- 
paragraph (2) of this paragraph. All 
performance data scheduled In the Air¬ 
plane Flight Manual should be based on 
the calibrated power curve established 
for this engine. If the applicant desires 
to calibrate the power of two engines, 
the calibrated power curve should be 
based on values representing an average 
of the two engines delivering the lowest 
power. 

(4) The procedure in subparagraph 

(3) of this paragraph should be followed 
if the applicant desires to calibrate the 
power of more than two engines, how¬ 
ever, the Airplane Flight Manual per¬ 
formance data should be based upon an 
average calibrated power curve which 
has been derived from not more than the 
actual number of engines in operation 
corresponding to the test configuration 
for which performance to established. 
This procedure to not necessary, for ex¬ 
ample. In the case where the average 
power curve for two and three engines 
is substantially equal. However, the 
third engine may be calibrated to obtain 
additional dau which will permit a more 
accurate fairing of the calibrated power 
curve. 

(5) If the results of the flight tests 
Indicate that the power of any engine 
selected in accordance with the provi¬ 
sions of this paragraph exceeds rated 
power after the application of the d 3 ma- 
mometer correction specified In para¬ 
graph (a) of this section, the calibrated 
power curve for application to perform¬ 
ance testing shotaid be based upon not 
more than certificated rated power of the 
engine with the power to drive the ac¬ 
cessories deducted. 

(c) Flight test procedure for calibrate 
ing engine power. The engine calibra¬ 
tion flight tests should be conducted in 
accordance with the provisions specified 
In this paragraph. 


(1) The critical altitudes of the en¬ 
gine should be established for takeoff 
power and maximum continuous power 
providing these critical altitudes lie be¬ 
low the highest operating altitude desired 
for certification. Critical altitudes need 
not be determined above the maximum 
operating altitude of the airplane. 

(2) For engine installations specifi¬ 
cally designed to Uidicate power by 
means of torquemetere, the engine power 
calibration tests as well as all perform¬ 
ance testa which ore affected by power 
should be obtained with calibrated 
torquemeters. 

(3) All engine adjustments such as 
ignition timing, valve clearances, air- 
fuel ratios, fuel flow rates, antidetonant 
injection flow rates, etc., should be main¬ 
tained within approved limits for the 
engine. If any permanent changes are 
made to the engine or poworplant instal¬ 
lation during the type certification tests, 
and such changes result In an engine 
power output less than that established 
in the calibrated powder data, then all 
performance data should be corrected 
to this lower power. 

(4) The engine power calibration 
tests should be conducted in an atmos¬ 
phere which to free of any visible 
moisture. 

(5) The engine power calibration tests 
should be conducted in the configurations 
that follow: 

(i) Takeoff power. 

Weight—nukxlmum t4kkeoff. 

C. O. pneltlOD —optiomil. 

Wing flapii—Ukeoir petit Von. 

Landing gear—retracted. 

Operating engine (•)—takeoff r. p. m. and 
manifold presitire or full throttle, mixture 
setting at normal position for takeoff 
power, carburetor air heat control at cold 
and cowl flaps In takeoff position (see 
Mb.118-1 (d) (D). 

Critical InoperatlTe engine—throttle closed 
on highest powered engine, propeller wind- 
milling In takeoff pitch (may be feathered 
If automatic feathering denoe Is Installed), 
mixture setting at Idle cut-off and cowl 
fhipe In takeoff position (ses 14b.llS-l 
<<l) <!)). 

(11) Maximum continuous power. 

Weight—maximum takeoff. 

C. O. position—optional. 

Wing flaps—en route position. 

Landing gear—retracted. 

Operating engine(s)—maximum continuous 
r. p. m. and manifold pressure or full 
throttle, mixture setting at normal poci- 
tloD, carburetor air heat control at cold 
and cowl flape at CAA hot day cooling 
position. 

Critical Inoperative engine—throttle cloeed 
on highest powered engine, propeller 
feathered and cowl flaps In minimum drag 
position. 

(6) Test procedure and required data. 
The engine power calibration tests 
should be conducted in a climbing atti¬ 
tude at the takeoff safety speed. Vs. with 
the use of takeoff power and at the cn 
route climb speed with the use of maxi¬ 
mum continuous power. The climbs 
should be started at the lowest practica¬ 
ble altitude and cover the altitude range 
desired for certification. During these 
tests the englnets) should be operated 
within the approved limits for r. p. m.. 
manifold pressures, temperatures, etc. 
The following data should be recorded 
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at reasonable time Intervals for each 
power condition: 

Pretsure altitude. 

Ambient air temperature* 

Humldttr* 

Indicated alrapeed. 

Knglne<a). r. p. m. and manifold preseurt. 
Torque preasure. 

Cylinder head tcmperaturee. 

Carburetor air temperature* 

Fuel flow rate. 

Antidetonaut Injection flow rate. 

In addition* a record should be made of 
the following Items: 

Fuel grade. 

Wing flap poetUon. 

Landing gear poaltlon. 

Cowl flap poalUon. 

Mixture setting. 

Blower letUng. 

Acceseory power loads and distribution. 

(d) Engine power checks, A suitable 
means should be established by which 
engine power may be compared after 
overhauls with the original calibrated 
power data obtained as a result of the 
type certification tests. 

This supplement shall become effective 
November 30. 1956. 

(8«c. 90S. S3 stmt. OM aa amended; 49 U. 8. C. 
43S. Interpret or aps>ly sect. 601. 003. 53 Stat. 
1007. aa amended* 1009. os amended: 49 
U. 8. C. 551. 553) 

[SEALl Jakes T. Pyle, 

Acting Administrator 
of Civil Aeronautics. 

|P. R. Doo. 56-8908: Filed, Nov. 2. 1956; 
8;45 a. m.| 


fSupp. 41J 

Part 42— Irregular Air Carrier akd 
Off-Routb Rules 

EN ROUTE LIMITATIONS ON CERTAnf 
MULTlENaiNE AIRCRAFT 

The purpose of this supplement is 
(1) to establish en route llxmtatlons for 
the Cessna Model 310 and DeHavUland 
Dove Series lA. 2A, 5A. and 6A; and 
-(2) to delete the aircraft designations 
in the introductory paragraph of 
$ 42.80-6 so that en route limitations 
may be added or changed without affect¬ 
ing the introductory paragraph. 

The proposed rules were published on 
August 14. 1958. in 21 F. R. 6071-6072. 
All Interested persons have been afforded 
an opportunity to submit written views, 
data or argument. 

The introductory paragraph of 

8 42.80-6 is amended and the en route 
limitations for the Cessna Model 310 
and DeHavUland Dove Series lA. 2A. 5A. 
and 6A are established, by tables and 
charts, as follows: 

i 42.80-6 En route limitations on 
multiengine aircraft with TMximum al^ 
lowable takeoff weight below 22.500 
pounds (CAA rules which apply to 

9 42.60). The following en route limi¬ 
tations data shall be used In determining 
compliance with I 42.80. These data are 
presented in tabular and graphic form 
by aircraft make and model. En route 
performance data on other aircraft 
weighing less than 12.500 pounds and 
operated under 142.16 will be made 
available upon application to the Ad¬ 
ministrator. 
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fBjc. ao5.52 SUt 084, as amended: 40 U. 8. C. 
Interpret or apply aeca. 801. 004. 52 
1007. ai amended. 1010. aa amended; 40 
^ C. 551. 554) 

Thu supplement shall become effective 
“®c«nber 1. 1056. 

IttALl Jaifis T. Pyle, 

Acting Administrator 
0 / Civil Aeronautics. 

1^* R. Doc, 50-8800: Filed. Nor. 3, 1050; 
8:45 a. izl| 


^W>opler 5—Icofiamk tegwiottont 


I Reg. ER-ai21 

^^"^^Access to Aircxaft foe Safety 
r^osEs: Frke Transpoetation for 
caa Employees 


g^^ted by the Civil Aeronautics 
at its office in Washington. D. C., 
^ August 1956. 

-^^ 224 of the Economic Regxilations 
^^^Uy rcQulres air carriers to furnish 


access, during flight, to authorized per¬ 
sonnel of the Board and the Civil Aero¬ 
nautics Administration performing in¬ 
flight Inspection duties and also reQulrea 
air carriers to provide free transporta¬ 
tion to certain personnel of the Civil 
Aeronautics Administration traveling in 
order to increase their familiarity with 
air traffic control and communication 
procedures. As presently drafted. Part 
224 requires employees of each of these 
agencies seeking such access or free 
transportation to present appropriate 
requests therefor on individual forms 
prescribed by the agencies concerned. 
Part 233 of the Economic Regulations, 
which implements the provisions of sec¬ 
tion 405 (m) of the Civil Aeronautics 
Act by requesting air carriers to furnish 
free transportation to specified classes 
of Post Ofllce Department employees, 
similarly empowers that agency to de¬ 
vise an appropriate form for use when 
requesting such transportation. 


Various airlines have Indicated to the 
Hoover Commission Task Force on Paper 
Management that they would prefer the 
use of a standard form by all the 
agencies In connection with such re¬ 
quests for access and free transporta¬ 
tion. After studying the matter, the 
Bureau of the Bu^et has requested the 
Board to amend its Economic Regula¬ 
tions by prescribing a uniform procedure 
for the processing of such requests and 
by standardizing, to the maximum feas¬ 
ible extent, the governmental forms 
used in making such requests. The staff 
of the Board has consulted with all in¬ 
terested goverzunent agencies and ascer¬ 
tained that there Is no objection to such 
action by any such body and also that It 
appears that such standardization would 
tend to minimize the paper work burden 
imposed upon air carriers complying 
with such governmental requests. By 
concurrent action, the Board has this 
date adopted a revised Part 233 to com¬ 
plement the instant revision.^ 

All of the amendments effectuated by 
this revision will serve to reduce the 
burden of complying with the present 
provisions of this rule and the carriers 
and governmental agencies affected by 
such amendments favor the granting of 
this relief. Other persons are not 
directly concerned with these rules; and 
because of the minimal nature of these 
changes, they are of little or no Impor¬ 
tance to the traveling public. For these 
reasons, the Board finds that notice and 
public procedures in connection with this 
revision are unnecessary* 

In consideration of the foregoing, the 
Civil Aeronautics Board hereby amends 
Par t 224 of the Economic Regulations 
<14 CFR Chapter 1) effective February I, 
1957, to read as follows: 

8ee. 

224.1 Safety toapectort. 

224J TTaAo control and commanlcatlons 
peraonneL 

224.8 Requeeta for access to aircraft and 
free transportation. 

224.4 Issuance of credentials and trans¬ 
portation request forms by the 
ClvU Aeronautics administration. 

Aomoairr: if 224.1 to 224.4 Issued under 
sec. 305. 52 8tat. 984. as amended: 49 U. 8. O. 
486. Interpret or apply secs. 403, 404. 601- 
610, 62 6tat. 992. as amended, 993, as 
amended. 1007-1003. as amended: 49 U. 8. O. 
483,484, 551-560. 


9 224.1 Safety inspectors. Every air 
carrier shall carry, without charge, on 
any aircraft which it operates any duly 
authorized official or employee of the 
Board or of the Civil Aeronautics Ad¬ 
ministration who has been assigned to 
the duty of inspecting during flight such 
aircraft. Its engines, propellers, appli¬ 
ances. route facilities, operational pro¬ 
cedures or airman competency. 

9 224.2 Traffic control and communi¬ 
cations personnel. Any air carrier may 
carry without charge on any aircraft 
which it operates any traffic controller 
or aircraft communicator of the Civil 
Aeronautics Administration (including 
supervising officers of such persons) for 
the purpose of more fully and adequately 
acquainting such persons with the prob¬ 
lems affecting air traffic control and 


> See P. R. Doc. 66-8950. infra. 
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m2 * 

communications: Provided, however. 
That the request for the free carriage 
hereby authorized shall not be made for 
the same individual upon any one air 
carrier more than once (round trips be¬ 
ing regarded as one trip for this pur¬ 
pose) In each calendar year unless such 
request of the carrier Is accompanied 
by a statement in writing by the Ad¬ 
ministrator of the Civil Aeronautics 
Administration or any person he may 
designate, setting forth the information 
required below. In which case it may be 
performed to the extent so requested. 
The requests referred to in this part 
shall set forth: 

(a) The name or names of the persons 
to be carried, and 

(b) A statement that such carriage 
will be for the sole purpose of indoctri¬ 
nating and training such personnel in air 
trafDc control and communications pro¬ 
cedures and is necessary for the sound 
development of such control and pro¬ 
cedures. and 

(O For each person named, the num¬ 
ber of trips and the points between which 
or particular type of aircraft on which 
carriage is desired. 

$ 224.3 Requests for access to aircraft 
and free transportation. Such access to 
aircraft and free air transportation shall 
be granted, to persons eli^ble under the 
provisions of this part, upon: 

(a) Presentation to the appropriate 
agents of the air carrier of a certificate 
certifying the person presenting it as be¬ 
ing entitled to such access or free air 
transportation signed by the Secretary of 
the Civil Aeronautics Board, or by the 
Administrator of the Civil Aeronautics 
Administration or any person he may 
designate, and signed also by the person 
presenting it: and 

<b) Eielivery to the appropriate agents 
of the air carrier in duplicate, of a ''Re¬ 
quest for Access to Aircraft or Free 
Transportation" on U. 8. Government 
Standard Form No. 160. stating that the 
user thereof desires access to, or free air 
transportation upon, a certain aircraft 
of the air carrier from a named point of 
departure on a designated date and hour 
to a named destination. 

(c> The air carrier shall Insert t^p 
tariff value of the transportation to be 
furnished on each "Request for Access to 
Aircraft or Free Transportation.** shall 
retain one copy of each such request, and 
on or before the 10th day of each month 
each air carrier shall forward one copy of 
all such requests received by it during the 
second preceding calendar month to the 
Secretary of the Civil Aeronautics Board. 
Washington 25. D. C. 

S 224.4 Issuance of credentials and 
transportation request forms by the Civil 
Aeronautics Administration. With re¬ 
gard to access to aircraft and free air 
travel by the persons described in 
45 224.1 and 224.2 the Civil Aeronautics 
Administration shall be responsible for: 
(a) The issuance of proper credentials 
for its eligible personnel and (b) the 
authorization of travel by such persons, 
subject to such rules and regulations as 
it may prescribe. 

Not*: The reporting requirements of this 
regulstion have been approved by the Bureau 


of the Budget in accordance with the Federal 
Reports Act of 1042. 

By the Civil Aeronautics Board. 

I SEAL) M. C. MtTLLIGAK. 

Secretary. 

IF. R, Doc. 56-^0; Filed. Nov. 2. 1966: 
6:63 a. m.| 


fReg. CR-aiS] 

Past 233— Transportation or Mail: Free 
Travel for Postal Employees 

Adopted by the Civil Aeronautics 
Board at Its office in Washington. D. C., 
on the 2d day of August 1956. 

Part 233 of the Economic Regulations, 
which Implements the provisions of sec¬ 
tion 405 (m) of the Civil Aeronautics 
Act by requesting air carriers to furnish 
free transportation to specified classes 
of Post Office Department employees and 
such additional agents or officers as may 
be designated by the Postmaster General, 
empowers that agency to devise an ap¬ 
propriate form for use when requesting 
such transportation. In the same man¬ 
ner. Part 224 of the Economic Regula¬ 
tions authorizes the Civil Aeronautics 
Administration to prescribe its ovm form 
for use in making such transportation 
requests in connection with certain per¬ 
sonnel seeking access to aircraft during 
flight and an additional class of per¬ 
sonnel seeking free air transportation in 
order to study air traffic control and 
communication procedures. The Board 
has. in the past, also utilized a separate 
form and procedure in requesting such 
transportation. 

Various airlines have indicated to the 
Hoover Commission Task Force on Paper 
Management that they would prefer the 
use of a standard form by all the agen¬ 
cies In connection with such requests for 
access and free transportation. After 
studying the matter, the Bureau of the 
Budget has requested the Board to 
amend its Economic Regulations by pre¬ 
scribing a uniform procedure for the 
processing of such requesU and by 
standardizing to the maximum feasible 
extent, the governmental forms used in 
making such requests. The staff of the 
Board has consulted with all interested 
government agencies and ascertained 
that there is no objection to such action 
by any such body and also that it appears 
that such standardization w'ould tend to 
minimize the paper work burden imposed 
upon air carriers complying with such 
governmental requests. By concurrent 
action, the Board has this date adopted 
a revised Part 224 to complement the 
Instant revision.' 

All of the amendments effectuated by 
this revision will serve to reduce the 
burden of complying with the presesnt 
provisions of this rule and the carriers 
and governmental agencies affected by 
such amendments favor the granting of 
this relief. Other persons are not di¬ 
rectly concerned with these rules; and 
because of the minimal nature of these 
changes, they are of little or no impor¬ 
tance to the traveling public. For these 

* See F. R. Doc. 56-6940. supru. 


reasons, the Board finds that notice and 
public procedures in connection with ihl* 
revision are unnecessary. 

In consideration of the foregoing, the 
Civil Aeronautics Board hereby amendi 
Part 233 of the Economic RegulaUom 
<14 CPR Chapter 1) effective F?bruiiy 
1,1957. to read as follows: 

Sec. 

233.1 ’ PoftUl employees to be carried tm. 
233J Ci^entUU and requests for fm 
carriage. 

2336 RequesU to be filed. 

233.4 Issuance of credentioli and trsnt- 
portatlon request forms by Pod 
Office Deportment. 

AurnoRmr: ff 233.1 to 233.4 Ututd under 
sec. 205, 62 8ut. 064. as amended; 49 0. a C 
425. Interpret or apply sec. 405, 62 8Ui. m. 
os amended: 49 U. 8. O. 485. 


8 233.1 Postal employees to be carried 
free. Every air carrier transporting; the 
malls shall carry, on any flight thit It 
operates and without charge therefor, 
the siersons in charge of mails when on 
duty, and the following officers, agents 
and Inspectors of tlie Post Office Depart¬ 
ment. when such persons are travelifit 
on official business relating to the trans¬ 
portation of mail by aircraft and ore 
duly accredited as provided in this part: 

(a) The Postmaster General. 

<b) The Deputy Postmaster General; 
the Assistant Postmaster General- 
Transportation; the Assistant Postmas¬ 
ter General—Operations: the Assbtsni 
Postmaster General—Facilities: the As¬ 
sistant Postmaster General—Pinsnce; 
and the Assistant Postmaster General- 
Personnel. 

(c) The Executive Assistant to the 
Postmaster General; the Special As¬ 
sistant to the Postmaster OenerAl: the 
Confidential Assistant to the Postmaster 
General: the Technical Assistant to the 
Assistant Postmaster General—^Trtns* 
portatlon: and the Confidential Assistant 
to the Assistant Postmaster General- 
Transportation. 

(d) The Chief Post Office Inspector; 
the Assistant Chief Post Office Inspec¬ 
tor; the Solicitor and the Associate 
Solicitors of (he Post Office Department 

<e) The following officers and agents 
of the Bureau of Transportation. vU.. 
the Executive Director; the Director. 
Budget and Accounts; the Director and 
the Assistant Director, Division of Air 
Service; the Administrative Officers, Di¬ 
vision of Air Service: the Director and 
Assistant Director, Division of Interna¬ 
tional Service: the Director, Division of 
Employee Relations: the Regional Di¬ 
rectors, Air Service: the General Super¬ 
intendents. Postal Transportation Serf- 
Ice; the District Superintendent and the 
Assistant District Superintendent. 13th 
Division (Alaska).Postal TransporuUon 


Service. 

(f) The Executive Director and the 
Assistant Erxecutive Director. Bureau oi 
Post Office Operations: the Director, Di¬ 
vision of Real Estate. Bureau of 
lUes. 

(g) Any inspector of the Post 00^ 

Department. . 

(h) Any additional agent or officer « 

the Post Office Department dcslgna^^ 
by the Postmaster General. 
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$ 233.2 Credentials and requests tor 
free carriage, (a) Any person described 
in $ 233.1 (a) to shall be deemed to 
be duly accredited upon presentation to 
in air carrier oi a certificate ol the Post¬ 
master General that the bearer is one 
ol the persona so described and is entitled 
to free air transportation when traveling 
on official business relating to the trans¬ 
portation of mail by aircraft and bearing 
the tignature of the person so described. 

ib) Any person described in i 233.1 
(g> and ih) shall be deemed to be duly 
accredited upon pretsentation of proper 
credentials evidencing that he is an in¬ 
spector. officer, employee, or agent of the 
Post Office Department, and upon pres¬ 
entation of a **RcQue8t for Access to Alr- 
eralt or Free Transportation** on U. 8. 
Government Standard Form No. 160, ex¬ 
ecuted in duplicate^ stating (1) the points 
from and to which the person desires 
free air transportation, and (2) the offi¬ 
cial position of such traveler and that 
such travel Is on official business relating 
to the transportation of mail aircraft. 

1233.3 Requests to }>e filed. Each air 
carrier shall insert the tariff value of the 
transportation to be furnished on each 
**Request for Access to Aircraft or Free 
Transportation*', shall retain one copy 
ol such reQuest, and on or belorc the 10th 
day ol each month shall fonivard one 
copy of all such requests accepted by It 
during the second preceding calendar 
Bionth to the Secretary of the Civil Aero- 
oiutlca Board. Washington 25, D. C. 

1233.4 Issuance of credentials and 
transportation request forms by Post 
Office Department. With regard to free 
^ travel by the persons described In 
1233.1. the Postmaster General shall be 
w®Ponsihlc for: (a) The Issuance of 
pwper credentials for Its eligible per- 
•oonel and (b) the authorization of 
travel by such persons, subject to such 
lutes and regulations as he may prescribe, 

Thf reporting requirements of this 
yoUtlon have been approved by the Bureau 
Of ihp R'jdgct in accordance with the Federal 
Act of 1042. 

By the Civil Aeronautics Board. 

M. C. Mulligan, 

Secretary. 

Doc, 55-8930: Piled, Nov. 2. 1056; 

8:63 a. m.| 


TITLE 7—AGRICULTURE 

Chopt.rVII—Commodity Stabilization 
Strvic# (Farm Marketing Quotas 
ond Acreage Allotments), Depart¬ 
ment of Agriculture 

Part 721—Corn 

^*^>C!.A1«ATT0N or CCICMCRCIAL CORK- 
FROPUClNQ AREAS FOR 1057 


Correction 

•712 Document 56 

lor ®227 of the Issu 

27. 1956. the fol 
Ibt should be made in thi 

under the headlni 
«721.802: 

through Washington) should remab 


tmder the heading **Kan5as**. The bal¬ 
ance of the counties (Allen through 
Webster) should be carried tmder the 
beading ‘'Kentucky**, 


(1023-AllotinenU-(AIArylAOd Tobaeco-57)-l] 
Part 727— Maryland *roBACco 

MARKETING OUOTA REGULATIONS, 1057-58 
M.\RKmNa TEAR 

This amendment Is based on the 
marketing quota provisions of the Agri¬ 
cultural Adjustment Act of 1938, as 
amended, applicable to tobacco (7 U. 8. C. 
1311-15) and is made for the purpose 
of amending S 727.816, paragraph Ca>, 
relating to determination of 1957 pre¬ 
liminary farm acreage allotments. 
Since Maryland tobacco growers will soon 
be making 1957 farming plans and can¬ 
not complete such plans until they are 
informed as to the 1957 tobacco acreage 
allotments for their farms, it is impera¬ 
tive that such allotments be determined 
as soon as possible. *rherefore, it is here¬ 
by determined and found that compli¬ 
ance aith the notice, public procedure, 
and effective date requirements of sec¬ 
tion 4 of the Administrative Procedure 
Act (5 U. 8. C. 1003) is impractical and 
contrary to the public Interest, and this 
amendment shall be effective upon the 
date of filing with the Director, Division 
of the Federal Register, 

Section 727.818^ paragraph la>, of the 
Maryland tobacco marketing quota regu- 
laUons, 1957-58 Marketing Year (21 F. R. 
6882) is amended to read: 

(a) If the harvested acreage (as that 
term la explained in paragraph (b) of 
this section) of tobacco on the farm in 
each of the three years 1954-66 was less 
than 75 percent of the farm acreage al¬ 
lotment for each of such reiqsective years, 
the preliminary allotment shall be the 
larger of (1) the largest acreage of to¬ 
bacco harvested on the farm in any one 
of such three years, or (2) the average 
acreage of tobacco harvested on the farm 
in the five years 1952-56: Provided, That 
any 1957 preliminary allotment shall not 
exceed the 1956 farm acreage allotment 
or be less than 0.01 acre. 

(Sec. 878. 52 8Ut. 65 Ai omeoded; 7 U. 8. C. 
1375. Interprsts or «ppU«« Stc, 813. 52 8taU 
47. as amended; 7 U. 8. C. 1313) 

Done at Washington, D. C.. this 30th 
day of October 1956. Witness my hand 
and the seal of Uic Department of Agri¬ 
culture. 

[SEAL] E. L. Peterson, 

Acting Secretary of Agriculture. 

[P. R. Doc. 56-6943; Filed, Nov. 2. 1935; 

8:52 a. m.] 


Part 736— Rice 

S U B P A R T—^REGULATIONS POR ESTABLISB- 
MENT OF FARM ACREAGE ALLOTMENTS AND 
NORMAL YIELDS POR 1057 CROP OP RICE 

OSNZXAL 

Sec. 

730610 Baali and purpoea. 

730.811 DeUnlUona. 


See. 

730612 Extent of oalculetlonf and rule of 
fractions. 

730613 Pormji and instnictlonf. 

730614 Supervlelon, review, and approval by 
State committcee. 

FARM ACRRAGK ALLOTMRXm DAeKS OK PANT 

pRODuenoK OP aid ar psoDtrezaa 

730 815 Report of producer data. 

730615 OvtermlnaUnn ol baae acr^agea for 
old producer!. 

730617 Determination ol preliminary acre¬ 
age allotment! for old producer! 
and allocation to farma. 

730618 Determination of preliminary acre¬ 
age ailotmente for new prc^ucera 
and allocation to farme. 

730619 1057 acreiige allotmenta far farms 
with producer! having producer 
allotment! and mailing of allot¬ 
ment notlcee. 

730.820 Right Of appeal and application for 
review. 

730621 Reapportionment of producer^! pre« 
llmlnary acreage allotmenU re¬ 
leased voluntarily to county com¬ 
mittee. 

730622 Succession of Interest in producer 
Statea. 

PAtM ACIZAOS ALLOntSTTre lASO ON PAST 
pRootrenoN op arcs ok rASMs 

730.823 Report on farm data. 

730624 Determination ol bast acreages far 
old farms. 

730.825 1957 acreage ailotmente for eld 
farms. 

730 825 Determination of acreage allotments 
for new farms. 

730637 Mailing of 1957 farm allotment 
notices. 

730.828 Allotment for farms divided or com¬ 
bined. 

730629 Right to appeal and application for 
review. 

730.830 BsapporUonment of farm acreage 
allotmenta released voluntarily to 
county committee. 

730631 Request to preserve acreage history 
for the 1967 crop of rloe. 

780632 Farm normal yields. 

730633 RedelegatloQ of authority. 

730.834 Applicability of regulations, 

Atrrnoairr: If 730610 to 730684 issued un- 

dcr sec. 375. 62 8Ut. 56; 7 U. 8. O. 1375, 

Interpret or apply sees. 301. 853. 358. 62 SUt. 

88. 51, 53. as amended. 70 Slat. 188; 7 U. 8 0« 

1301, 1353. 1353. 


GENERAL 

S 730 810 Basis and Purpose. The 
regulations contained In 11730.810 to 
730.834 Inclusive, are issued pursuant to 
and in accordance with the Agricultural 
Adjustment Act of 1938, as amended, 
and govern the establishment of farm 
acreage allotments for the 1957 crop of 
rice. The purpose of the regulations In 
this subpart is to provide the procedure 
for apportioning in the SUtes of Cali- 
fomia, Florida, North Carolina, Tennes¬ 
see. and Texas, the 1957 Stale rice acre¬ 
age allotments among rice producera in 
the State, and, in the States of Arkansas, 
Illinois. Louisiana, Mississippi, Missouri, 
Oklahoma, and South Carolina, in which 
the respective State committees have 
recommended that the State acreage al¬ 
lotments be apportioned on the basis of 
the past production of rice on farms and 
the acreage allotments previously estab¬ 
lished for farms in lieu of the past pro¬ 
duction of rice by producers and acreage 
allotments previously established for 
producers and for which the Secretary 
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has determined that such action would 
facilitate the eCTcctive administration of 
the act. the 1957 county rice acreaKO 
allotments among farms in the coun^. 
Prior to preparing the regulations in this 
suhport. public notice (21 F. R. 7025) 
was given in accordance with the Admin¬ 
istrative Procedure Act (5 U. 8. C. 1003). 
The data, views, and recommendalions 
pcrtaliving to the regulations in this 
subpart which were submitted have been 
duly considered within the limits per¬ 
mitted by the Agricultural Adjustment 
Act of 1938. as amended. 

{ 730.811 Definitions, As used in the 
regulations in this subpart and in all 
instructions, forms, and documents in 
connection therewith, the words and 
phrases defined in this section shall have 
the meaning assigned to them unless the 
context or subject matter otherwise re¬ 
quires. 

(a) “Act” means the Agrlcultmal Ad¬ 
justment Act of 1938 and any amend¬ 
ments or supplements thereto. 

(b) “Secretary” means the Secretary 
of Agriculture of the United States or 
the officer of the Department acting in 
his stead pursuant to delegated author¬ 
ity. 

(c> Committees. (1) ”Communlty 
committee” means the group of persons 
elected within a community as the com¬ 
munity committee pursuant to the regu¬ 
lations governing the selection and 
function of the Agricultural Stabiliza¬ 
tion and Conservation cotmty and com¬ 
munity committees. 

(2 1 “County committee” means the 
group of persons elected within a county 
as the county committee pursuant to the 
regulations governing the selection and 
functions of the Agricultural Stabiliza¬ 
tion and Conservation county and com¬ 
munity committees. 

(3) “State committee” means a group 
of persons designated in the Slate by the 
Secretary as the Agric\iltural SUbiliza- 
tlon and Conservation county and com¬ 
munity committees. 

(d) ‘'Farm” means all adjacent or 
nearby farm or range land under the 
same ownership which is operated by one 
peiwon. Including also: 

(1) Any other adjacent or nearby 
farm or range land which the county 
committee determines is operated by the 
same person as part of the same unit 
in producing range livestock or with re¬ 
spect to the rotation of crops, and with 
workstock. farm machinery, and labor 
substantially separate from that for any 
other land; and 

(2) Any field-rented tract (whether 
operated by the same or another person) 
which, together with any other land 
included in the farm, constitutes a unit 
with respect to the rotation of crops. 

A farm shall be regarded as located in 
the county or administrative area in 
which the principal dwelling is situated, 
or if there Is no dwelling thereon, it 
shall be regarded as located In the county 
or administrative area In which the 
major portion of the farm Ls located. 

(e) “Old farm” means a farm on 
which rice was planted in one or more 
of the five years 1952 through 1958. in¬ 
cluding < 1) any farm on which rice was 
planted only In 1956 or 1956 and for 


which no acreage allotment was deter¬ 
mined for such year and (2) any farm 
on which all or any part of the 1956 
farm rice acreage allotment was diverted 
from the production of rice imder the 
1958 acreage reserve or conservation re¬ 
serve program even though there was 
no acreage actually planted to rice on 
the farm in 1956. 

(f) “New farm” means a farm on 
which no rice was planted in 1952, 1953. 
1954. 1055. and 1956. or was considered 
planted in 1956 because all or a part of 
the farm rice acreage allotment was 
diverted from the production of rice 
under the 1958 acreage reservo or con¬ 
servation reserve program, but on which 
rice w'ill be planted In 1957. 

(g> “Producer” means any person en¬ 
gaged in the production of rice as land¬ 
lord. tenant, or sharecropper, and in¬ 
cludes a person owning and operating 
his own farm; a tenant operating a farm 
rented for cash, a tenant operating a 
farm under a crop-share lease, contract, 
or agreement, a landlord leasing to share 
tenants; and a person or irrigation com¬ 
pany furnishing water for a share of the 
crop or the proceeds thereof. For pur¬ 
poses of the regulations in this subpart, 
the term “tenant” shall be deemed to ln- 
clude a person or irrigation company 
furnishing water for a share of the rice 
crop or the proceeds thereof. 

ch) “Old producer” means (1) a per¬ 
son engaged in the production of rice 
during one or more of the five years 1952 
through 1956. including a person who 
was engaged in the production of rice in 

1955 or 1956 on a farm for which no 
acreage allotment was determined for 
such year and (2) any person who in 

1956 allocated his preliminary rice acre¬ 
age allotment to a farm and all or a part 
of such farm rice acreage allotment was 
diverted from the production of rice un¬ 
der the 1956 acreage reserve or conserva¬ 
tion reserve program. 

(1) “New producer” means a person 
who was not engaged In the production 
of rice in any of the years 1952. 1953, 
1954. 1955 or 1956, and was not con¬ 
sidered as being engaged in the produc¬ 
tion of rice in 1956 by virtue of having 
an interest in a farm for which all or a 
part of the farm rice acreage allotment 
was diverted from the production of rice 
under the 1956 acreage reserve or con¬ 
servation reserve program, but w’ho will 
be engaged in the production of rice in 
1957. 

(j) “Engaged In the production of rice” 
means sharing In a predetermined and 
fixed portion of the rice crop, or the pro¬ 
ceeds thereof, at the time of harvest by 
virtue of having contributed in the ca¬ 
pacity of landlord, tenant, or share¬ 
cropper. the land. labor, water or equip¬ 
ment necessary for the production of the 
rice crop. Any person who shares in a 
rice crop by virtue of an assignment of 
the crop for furnishing equipment, seed, 
fertilizer, or supplies (other than irriga¬ 
tion water). or as security for cash or 
credit advanced or for furnishing labor 
only for a particular phase of production 
shall not be determined to be engaged in 
the production of rice. Any land owner 
and any producer who holds a lease or 
rental agreement, provided the land 
under lease or rental agreement meets 


the definition of “developed rice land.* 
who requests the allocation of hh pre¬ 
liminary rice acreage allotment to a farm 
for the purpose of (l) diverting an acre¬ 
age from the production of rice under tbe 
acreage reserve or conservation resem 
program or (2) requesting the pre^cm- 
lion of his rice acreage allotment for hU- 
tory purposes shall be considered to be 
engaged in the production of rice. 

(k) “Cropland” means farmland which 
in 1956 was tilled or was in regular crop 
rotation, including also land which wai 
established in permanent vegetativa 
cover, other than trees, since 1953. and 
which w'as classified as cropland at the 
time of seeding, but excluding; (1) bear¬ 
ing orchards and vineyards (except the 
acreage of cropland therein). (2) plow- 
able non-crop open pasoire. and aoy 
land which constitutes or will constitate 
if Ullage is conUnued. a wind erosion 
hazard to the community. Insofar as the 
acreage of cropland on the farm eaten 
into the determlnaUon of the farm bcit. 
age allotment, the cropland acreage on 
the farm shall not be deemed to be de¬ 
creased during the period of any contract 
entered Into under the conservation re¬ 
serve program by reason of the establish¬ 
ment and maintenance of vegetatiTa 
cover or water storage facilities, or other 
soil-, a^tcr-. wildlife-, or forcst-consenr- 
ing uses under such contract. 

(l) “Operator” means the person who. 
as landlord, or tenant, is in charge of 
the supervision and conduct of the fann¬ 
ing opera Uons on the enUre farm. 

(m) “Person” means an IndividoaL 
partnership, association, corporation, 
estate, trust or other business enterprise 
or legal entity and. whenever applicable, 
a State, a political subdivision of a State, 
the Federal Government or any agency 
thereof. 

(n) “Rice acreage” means the acreage 
planted to rice and the acreage of volun¬ 
teer rice which reaches maturity, 
eluding (1) any acreage of non-irrlgated 
rice of three acres or less. (2) any acre¬ 
age of sweet, glutenous. or candy rice 
commonly known as Moebi Corn!. <3) any 
acreage of rice grown for experimental 
purposes only by or under contract to * 
publicly-owned agricultural experiment 
staUon. (4) any acreage planted to rice 
under a written contract which wsa or 
will be entered Into and approved by the 
county and State committees prior to 
planting with the Fish and WildUN 
Service for wildlife feed which was not 
or will not be harvested, and t5) any 
excess rice acreage which Is destroyed^ 
otherwise handled or treated (by we 
producer or from some cause beyond m* 
control) not later than the date 
lished by the county committee with the 
approval of the State committee so that 
rice cannot be harvested therefrom 

(o) “Rice history acreage” mesns^ 
(1) For 1952,1953,1954. the rice acre«c 
on the farms; (2) for 1955 the acreofc 
determined for the farm as provided w 
51730.716 (a) and 730.724 (a) « 

1956 rice acreage allotment iwulat^ 
Issued by the Secretary (21 P. R. 73^ 
and (3) for 1956 the acreage determiw 
for the farm as provided by 51 730Si 
(a) and 730.824 (a). ^ 

(p) “Developed rice land” 
cropland on which rice has been pro- 
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docfd In one or more of the years 1952 
though 1956» together ulth any im¬ 
proved pasture land which is in regular 
rotation with rice and for which water 
■nd other irrigation faciliUes are readily 
avaUable for the production of rice in 
1$57. 

(q) •'Producer State’* means the 
State) of California. Florida. North 
Carolina. Tennessee, and Texas in which 
1957 farm rice acreage aiiotments are 
determined on the basis of past produc¬ 
tion of rice in the State by the producer 
on the farm and the acreage allotments 
previously established in the State for 
the producer. 

(r) ’'Farm State'* means the States 
of Arlcansaa. Illinois. Louisiana. Missls- 

Missouri, Oklahoma, and South 
Carolina In which 1957 farm rice acreage 
allotjnents are determined on the basis 
of past production of rice on the farm 
and the acreage allotments previously 
established for the farm in lieu of past 
production of rice by the producer and 
the acreage allotments previously estab- 
Ihhed for the producer. 

1720.813 Extent o/ calculations and 
rule 0 / fractionj. All rice acreage allot- 
menU and other computations shall be 
computed to three places beyond the 
dedmol point and rounded to tenths of 
acres Fractions of fifty-one thou¬ 
sandths of an acre or more shall be 
rounded upward, and fractions of less 
than fifty-one thousandths of an acre 
•hall be dropped. For example. 39.051 
irould be 39.1 and 39.050 would be 39.0. 


1730.813 Forms and instructions, 
TTie Director of the Grain Division. 
Commodity Stabilization Service, shall 
cause to be prepared and Issued such 
lonas as may be deemed necessary and 
•^ cause to be prepared such Instruc¬ 
tions with respect to internal manage¬ 
ment is are necessary for carrying out 
the regulatlona in this subpart The 
[0^ and Instructions shall be approved 
at¥l the instructions shall be Lvmed 
2* the Deputy Administrator for Pro¬ 
motion Adjustment, Commodity 8tabill- 
*ation Service. 


17304114 Supervision, review, and 
cpproccl by State committees, State 
f^^^tices shall have over-all responsi- 
for the administration of the reg- 
^llons herein in their respective States. 
AU acreage allotments shall be reviewed 
hchalf of the State committee 
™ the state committee may revise or 
revision of any determination 
under the regvilations In this sub- 
All acreage allotments for rice 
ikTc. Approved by or on behalf of 
“w Slate committee and no official no- 
JJ^ercof shaU be mailed until such 
o^ent has been approved by or on 
of the State committee. 

AOtZACE ALLOTHrirrS BASXD ON PAST 
WODUenOK OF aicx by produczbs 

Keporf of producer data, 
Unf .u . producer States, to the ex- 
rSdv information is not al- 

to the county committee, 
rice shall furnish 
irhi/*hcommittee of the county in 
Prexiucer will be engaged in 
production of rice in 1957 the names. 


addresses, and acreage shares of other 
persons having an interest in each rice 
crop in which the producer shared dur¬ 
ing the years 1952 through 1956. upon 
the request of the county committee. 

tb) Information not so furnished shall 
be determined or appraised by the county 
committees on the basis of records in 
the county offices, available production 
and sales records, and other available 
information. 

I 730.816 Determination of base acre- 
aaes for old producers. In the producer 
States, the State committee, with the as¬ 
sistance of the county committees, shall 
determine a base acreage of rice for each 
old producer, except for a person or irri¬ 
gation company furnishing water for a 
share of the crop. This acreage shall be 
determined on the basis of past produc¬ 
tion of rice by the producer on farms in 
the State, taking into consideration the 
1955 and 1956 rice acreage allotments es¬ 
tablished for the producer in the State: 
abnormal conditions affecting the pro¬ 
ducer's rice acreage; land, labor, and 
equipment available for the production 
of rice; crop-rotation practices; and the 
soil and other physical factors affecting 
the production of rice. The past pro¬ 
duction of rice of any person or Inigalion 
company furnishing water for a share of 
the rice crop shall be credited to other 
producers on the farm In the same pro¬ 
portion as they shared in the remainder 
of the rice corp. Each such base acreage 
determined shall be fair and reasonable 
in relation to the factors above when 
compared with the base acreages for 
other producers In the county. This base 
acreage shxfil be determined primarily on 
the basis of the producer's acreage shares 
of the rice history acreages on farms in 
the State during the years 1952 through 
1956. Prior to determining such base 
acreages the county committees shall es¬ 
tablish for each old producer a historical 
average acreage of rice and an adjusted 
average acreage of rice, where applicable, 
in accordance with paragraphs ta) and 
<b) of this section: 

(a) Historical average acreage. The 
historical average acreage shall be the 
average of the producer's acreage shares 
of rice history acreages on farms in the 
State during the years 1952 through 
1956. including in 1955 and 1956 the 
producer's released 1955 and 1956 pre¬ 
liminary lice allotment acreages ad¬ 
justed for diversion credit The pro¬ 
ducer's shares of the rice history acre¬ 
ages for each of the years 1052. 1953. 
and 1954 shall be that acreage which 
represents his proportionate share, based 
upon his interest In each rice crop pro¬ 
duced on such farms during such years. 
The producer's shares of 1955 rice his¬ 
tory acreages shall be his sliares of the. 
1955 acreages determined for such farms 
under 8 730.716 <a> of the 1956 farm rice 
acreage allotment regulations. The 
producer's shares of the 1956 rice histoiT 
acreage determined for such farms shall 
be that acreage which represents his pro¬ 
portionate share of such acreages based 
upon his contribution to the allotments 
for such farms as established under 
I 730.719 fa) of the 1956 form rice acre¬ 
age allotment regulations. The 1956 rice 
history acreage for any farm shall be the 


rice acreage on the farm in 1956. not 
In excess of the 1956 farm rice acreage 
allotment, including any acreage of rice 
placed under the 1956 acreage reserve 
or conservation rcserv'e program, plus 
the acreage diverted or consldeii^ di¬ 
verted from the production of rice under 
the 1956 rice acreage allotment program, 
and shall be determined as follows; (1) 
If the farm rice acreage allotment es¬ 
tablished under 8 730.719 (a) of the 1956 
farm rice acreage allotment regulations, 
or where applicable, as Increased under 
8 730.721, w as knowingly exceeded, the 
rice history acreage for 1956 shall be the 
1956 farm rice acreage allotment estab¬ 
lished under 8 730.719 (a); (2) If the 
1956 farm rice acreage allotment estab¬ 
lished under 8 730.719 (a) of the 1956 
farm rice acreage allotment regulations, 
or where applicable, as Increased under 
f 730.721, was not knowingly exceeded 
and the 1956 rice acreage on tlie farm 
plus any acreage diverted from the pro¬ 
duction of rice under the acreage reserve 
or conservation reserve program was 90 
per centum or more of such 1956 farm 
rice acreage allotment, the farm rice his¬ 
tory acreage for 1956 shall be that acre¬ 
age which is obtained by dividing the 
1056 farm rice acreage allotment estab¬ 
lished under 8 730.719 (a) by the 1956 
State allotment proratlon factor deter¬ 
mined under 8 730.717 (a); or (3) if the 
1956 rice acreage on the farm plus any 
acreage diverted from the production of 
rice under the acreage reserve or con¬ 
servation program was less than 90 per 
centum of the 1956 farm rice acreage 
allotment established \mdcr 8 730.719 (a> 
of the 1956 farm rice acreage allotment 
regulations, or where applicable, as In¬ 
creased under 8 730.721, the 1956 rice 
history acreage for the farm shall be 
the smaller of (i) an acreage obtained 
by dividing the 1956 farm rice acreage 
allotment established under 8 730.719 (a) 
of the 1956 rice acreage allotment regu¬ 
lations by the 1956 State allotment pro¬ 
ration factor determined under 8 730.717 
(a), or (il) an acreage obtained by mulU- 
plying the 1956 rice acreage on the farm 
plus any acreage diverted from the pro¬ 
duction of rice under the acreage reserve 
or conservation reserve program by a 
diversion credit factor. In such cases 
the diversion ci^edit factor will be the 
reciprocal of a decimal fraction which 
Is 90 per centum of the 1956 State allot¬ 
ment proration factor. The 1956 rice 
history acreage determined for a pro¬ 
ducer shall be his proportionate share 
of the 1956 rice history acreages deter¬ 
mined under this paragraph for farms in 
which he contributed to the allotment 
for such farms as established under 
8 730.719 (a) of the 1956 farm rice acre¬ 
age allotment regulations, plus the pro¬ 
ducer's released 1966 allotment acreage 
adjusted for diversion credit, which shall 
be that acreage which is obtained by di¬ 
viding such released preliminary allot¬ 
ment acreage by the State allotment pro- 
ration factor determined under 8 730.717 
(a) of the 1956 farm rice acreage allot¬ 
ment regulations. 

(b) Adjusted average acreage, d) 
The adjusted average acreage shall be 
obtained by eliminating from the period 
of years used in determining the his¬ 
torical average acreage the year or years 
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for which the county committee finds 
that rice history acreage was: 

(i) Abnormally low due to excessive 
weather, flood, or draught; 

(ii) Abnormally high because of fail¬ 
ure of crops other than lice; 

(ill) Not representative for 1957 be¬ 
cause of a definitely established crop- 
rotation system being carried out on the 
farm; 

(iv) Abnormally high or low because 
of variation in the supply of water avail¬ 
able or other phsrslcal factors affecting 
the production of rice; or 

<v) Not reliably reported or properly 
determined. 

<2) When one or more of the years 
are eliminated in accordance with the 
provisions of subdivisions (i> through 
(V) of subparagraph (1) of tliis para¬ 
graph. the average of the 3 ^ears not so 
eliminated shall be considered as the 
adjusted average acreage. If all years 
in the applicable period are eliminated, 
the adjusted average acreage shall be 
sera. 

(c) t9$7 base acreage. The 1957 base 
acreage for any old producer shall be the 
historical average acreage determined 
\mder paragraph (a) of this section or. If 
determined, the adjusted average acreage 
determined under paragraph (b) of this 
section: Provided, That the sum of each 
producer's pro rata shares of the ad¬ 
justed base acreages of rice determined 
for farms on which the producer was 
engaged in Ute production of rice in 1956 
may be adopted as the 1957 base acreage 
for such producer if the county commit¬ 
tee determines that such base acreage 
adequately reflects past production of 
rice by the producer on farms In the 
State, taking into consideration the 1955 
and 1956 preliminary rice acreage allot¬ 
ments established for the producer in 
the State; abnormal conditions affecting 
the producer's rice acreage; land, labor, 
and equipment available for the pro¬ 
duction of rice; crop-rotation practices; 
and the soil and other physical factors 
affecting the production of rice, and that 
such base acreage will be fair and rea¬ 
sonable in relation to the factors above 
when compared with the base acreages 
established for other producers in the 
county. The 1956 adjusted base acre¬ 
age for any farm shall be the 1956 rice 
history acreage for the farm determined 
under i>aragraph (a) of this section. If 
the acreage determined under paragraph 
(a) or (b) of this section Is gero. the 
county committee shall appraise a base 
acreage for the producer which is fair 
and reasonable in relation to the factors 
above when compared with the base 
acreages determined for other producers 
in the county. If the historical average 
acreage is sera because rice was not 
planted during the period 1962 through 
1955 and was planted In 1956 without an 
Allotment, the appraised acreage shall 
not exceed the 1957 base acreage deter¬ 
mined for a producer who was engaged 
in the production of rice in 1956 as a new 
producer, 

§ 730.817 Determination of prclimi- 
narg acreage allotments for old pro^ 
ducers and allocation to farms, (a) The 
base acreages of rice determined for pro¬ 
ducers under i 730.816, adjusted pro rata 


to equal the State allotment minus a 
reserve established by the State commit¬ 
tee of not to exceed 3 per centum of the 
State allotment for new producers and 
an appropriate reserve established by the 
State committee of not to exceed 5 per 
centiun of the State allotment for ap¬ 
peals and corrections, missed producers, 
and adjustments under paragraph (b) 
of this section, shall be the preliminary 
rice acreage allotments for old producers. 
If. as a result of corrections, the total 
acreage allotted to producers in any 
State for which corrections are made is 
less than the total acreage originally 
allotted to such producers, such dif¬ 
ference in acreage shall be added to the 
State reserve for appeals and corrections 
provided for in this paragraph without 
regard to the limitation thereon. 

(b) The preliminary acreage allot¬ 
ment determined for any old producer 
under paragraph <a) of this section may 
be increased if the State committee, with 
the assistance of the county committee, 
determines that the allotment is small 
in relation to allotments established for 
other old producers in the county on the 
basis of the crop-rotation practices, the 
land, labor, water and equipment avail* 
able for the production of rice, and the 
soil and other physical factors affecting 
the production of rice during the years 
1952 through 1956: Provided, That such 
Increased allotments shall not exceed the 
allotments determined for other pro¬ 
ducers in the county which are similarly 
situated writh respect to the factors set 
forth above. The acreage used In any 
State for increasing producers* pre¬ 
liminary allotments under this para¬ 
graph shall not exceed the acreage made 
available therefor under paragraph (a) 
of this section. 

(c> Tlic preliminary acreage allot¬ 
ment determined for any producer under 
paragraph (a) or <b> of this section may 
be increased if the State committee, with 
the assistance of the county committee, 
determines that such allotment for the 
producer is inadequate because of an 
insufficient State acreage allotment or 
because rice was not planted by the 
producer during all of the preceding five 
years, taking into consideration the 
producer's investment in equipment and 
other facilities for the production of rice 
and the acreage required to make such 
allotment for the producer an economic 
unit: Provided, That the total of such 
increases in allotments under this para¬ 
graph shall not exceed the acreage, if 
any, made available to the State from 
the national reserve provided for by sec¬ 
tion 353 ra) of the act. 

(d) Each old producer desiring to have 
a rice acreage allotment established for 
a farm on which he will be engaged in 
the production of rice in 1957 shall file 
a request with the county committee for 
allocating his preliminary rice acreage 
aliotroent. as determined under para¬ 
graphs (a), (b), and (o) of this section, 
to such farm or farms. Each such re¬ 
quest shall state the farm serial num¬ 
ber, the total farmland acreage, cropland 
acreage, and developed rice land acreage 
on the farm, the name and address of 
the owner of the farm. If different from 
the applicant, the location of Uie faim. 


the estimated total acreage of rice to be 
planted on the farm In 1957, and. If 
known, the names of other persons who 
will have an interest in the 1957 rice 
acreage on the farm. No such request 
shall be considered unless the producer 
shows to Uie satisfaction of the county 
committee that (1) he will actually be 
engaged in the production of rice on the 
farm in 1957 by virtue of contributing 
in the capacity of landlord, tenant, or 
sharecropper, the land, labor, water, or 
equipment necessary for the production 
of the rice crop, or (2) he. as land owner 
or a producer who holds a lease or rental 
agreement. w^lU be considered engaged 
In the production of rice on the farm 
in 1957 by virtue of having an Intcreit 
In the allotment for the farm all or s 
part of which will be diverted from the 
production of rice under the 1957 acreage 
reseiTe or conservation reserve program. 

(e> The State committee, with the as¬ 
sistance of the county committees, shiU 
allocate the preliminary rice acreage al¬ 
lotment determined for the producer un¬ 
der paragraphs (a>, <b). and (c) of thii 
section to the farm or farms on which 
the producer w ill be engaged in the pro¬ 
duction of rice in 1957, and shall mske 
such adjustments therein as are neces¬ 
sary to establish an allotment for the 
farm within its capabilities for producing 
rice consistent with practical farmlxig 
operations, taking into considernUon 
crap-rotation practices, the land, water 
and equipment available for the pro¬ 
duction of rice, the sires of fields, the 
arrangement of levies and dralimgs 
facilities, the soil and other physical 
factors affecting the production of rlca 
on the farm In 1957, and the acreage 
available for such adjustments: Pro- 
vided. That the total acreage allocated 
to all farms for any producer shall not 
exceed the producer's 1957 preUmtnary 
rice acreage allotment determined under 
paragraphs (a), <b), and (c) of this sec¬ 
tion by more than 6 per centum or 5 
acres, whichever is larger. Except as • 
reserve is available under paragraph <a> 
of this section, upward adjustments in 
allocated acreages under this paragraph 
shall be limited to the sum of the dow^ 
ward adjustments that are not released 
by the producer and reapportioned to 
another farm under } 730.821. 

5 730.818 Determination of pretim- 
inary acreage allotments for new pro¬ 
ducers and allocation to farms. In the 
producer Stales, the State committee* 
with the assistance of the county cOT- 
mlttees, shall determine for each eligio^e 
now producer a preliminary rice acreage 
allotment and allocate such allotmc^-* 
to farms In accordance with the prorl- 
sions of this section. 

(a) Each person desiring a prelim*" 
nary rice acreage allotment as a new’ pm' 
duccr shall file an application iherefof 
with the county committee not later thao 
February 1. 1957. Each such appUcaUon 
shall stale the name, address, and age oi 
the applicant; the applicant's past 
perience in the production of rice; 
acreage allotment requested; the sr- 
rangements made for land and 
the equipment owned by the appUt^^ Pj 
otherwise available for producing rice m 
1957; the reason the applicant was nw 
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encaged in the production of rice durlni? 
the years 1952 through 1956; and whether 
50 percent or more of hts livelihood in 
IW7 is expected to be derived from his 
fanning operations. To be eligible for a 
preUminary rice acreage allotment as a 
new producer, the applicant must have 
flkd hlB application for an allotment on 
or before the date specified herein* and 
snuiit establish to the satisfaction of tho 
eounty committee that (1) he has had 
past rlce-produclng experience; (2) he 
has previously arranged for the land and 
water necessary for the production of 
lice in 1957: <3) he owns or has available 
for bis use adequate equipment for pro¬ 
ducing rice In 1957; <4) he expects to de¬ 
rive 50 percent or more of his livelihood 
in 1937 from farming operations; and (5) 
he has not filed his application for tho 
purpose of obtaining a preliminary rice 
acreage allotment as a new producer 
which would be used. If obtained, as a 
device to offset a reduction in the 1957 
rice acreage for an old producer with 
whom he was previously associated in 
financing, producing, or marketing rice. 

<b) Each person receiving a prelimi¬ 
nary rice acreage allotment as a new 
producer who desires to have a rice crop 
ifcreage allotment established for the 
farm on vrhioh he will be engaged In the 
production of rice in 1957 shall file a re¬ 
quest with the county committee for al¬ 
locating his preliminary rice acreage al¬ 
lotment to such farm. Each such request 
diall state the farm serial number, the 
total farmland acreage* cropland aci'o- 
ige, and developed rice land acreage on 
the farm, the name and address of the 
owner of the farm, if different from 
the applicant* the location of the farm, 
the estimated total acreage of rice to be 
planted on the farm in 1957. and. if 
known, the names of other producers 
who will have an interest in the 1957 rice 
•Jtvago on the farm. No such request 
•hall be considered unless the producer 
■hows to the satisfaction of the county 
committee that he will actually be en- 
y*scd In the production of rice on tho 
In 1957 by virtue of contributing 
to the capacity of landlord, tenant, or 
•™woppcr. the land, labor, water or 
«^pment necessary for the production 
w rice crop. 

State committee, with the as- 
«»«cc of county committees, shall al- 
j^te the preliminary rice acreage al- 
determined for new producers 
w the farm or farms on which such pro- 
will be engaged in the production 
hi J937, and shall make such ad- 
therein as are necessary to 
«wDUsh an allotment for Uie farm with- 
« lU capabilities for producing rice 
jw^ent with practical farming opera- 
taking into consideration crop- 
P*‘^tlce8, the land, labor, water 
equipmeni available for the produc- 
^ of rice* tho sizes of fields, the ar- 
IJJOfcmcnt of levees and drainage facll- 
the soil and other physical factors 
acting the production of rice on the 

- ^ hi 1957, and the acreage available 
wadjustments; Provided. That the 

- ‘ allocated to all farms for 

•w new producer shall not exceed the 


producer’s 1957 preliminary rice acreage 
allotment by more than 5 per centum 
or 5 acres* whichever is larger: And pro- 
tided further. That the total acreage al¬ 
located to all farms for any new producer 
shall not exceed the smaller of (1) the 
producer's 1957 preliminary rice acreage 
allotment including the adjustment, if 
any. under this paragraph, or <2) the 
sum of the producer’^ shares in the acre¬ 
ages planted to rice by the new producer 
on all farms In firhich he has an Interest 
in the acreage planted to rice. The sum 
of the upward adjustments in allocated 
acreages under this paragraph shall be 
limited to the sum of the downward ad¬ 
justments that are not released by the 
producer for reapportionment to other 
farms under { 730.821. The acreage rc- 
sifiting from the reduction of new pro¬ 
ducer allotments under this section shall 
be transferred to the reserve available 
to the State committee for appeals and 
corrections, missed farms, and adjust¬ 
ments under f 730.817. 

1730.819 1957 acreage allotments for 
farms with producers having producer 
allotments and mailing of allotment 
notices, (a) The sum of the prelimi¬ 
nary rice acreage allotments determined 
for old producers and allocated to tho 
farm under i 730.817, plus the sum of the 
preliminary rice acreage allotments de¬ 
termined lor new producers and allo¬ 
cated to the farm under 1 730.818. shall 
be the 1957 rice acreage allotment for the 
farm. The sum of all the farm acreage 
allotments so determined sliall not ex¬ 
ceed tho State acreage allotment, minus 
the reserve for appeals, corrections, and 
ml&sed producers plus any acreage made 
available to the State from the national 
reserve provided for by section 353 (a) 
of the act. 

(b) Notice of the 1957 farm acreage 
allotment shall be mailed by the county 
committee to the operator of the farm* to 
each other producer on the farm who 
will have an interest in the 1957 crop, and 
to any other person who made known to 
the county committee that he Intended 
to produce rice on such farm in 1957. 
Insofar as practicable all allotment no- 
ticea in a county shall be mailed on the 
same date and in time to be received 
prior to the date on w’hich the referen¬ 
dum to determine whether farmers favor 
or oppose rice marketing quotas will be 
' held. A copy of each allotment notlco 
approved shall be maintained for not less 
than thirty days in a conspicuous place 
In the county office and shall thereafter 
be permanently kept freely available for 
public inspection in the office of the 
county committee. 

! 730.820 Right to appeal and appUca^ 
tion for review, (a) Any producer In the 
producer States who is dissatisfied with 
his 1957 preliminary rice acreage allot¬ 
ment may. within 15 days after the date 
of mailing of the notice of such allot¬ 
ment. file an appeal to the county com¬ 
mittee for reconsideration of such 
allotment. If the appellant is dissatisfied 
with tho decision of the county commit¬ 
tee with respect to his appeal, he may 
appeal to the State committee within 15 
days after the date of mailing the notice 


of the decision of the county committee. 
,The decision of the State committee with 
respect to tho producer's preliminary 
allotment shall be final. 

<b> In the event marketing quotas are 
not applicable to the 1967 crop of rice, 
any person who as owner, operator, land¬ 
lord* tenant* or sharecropper, is dissatis¬ 
fied with his farm rice acreage allotment 
may file an appeal for reconsideration of 
such allotment. The appeal and the 
facts constituting the basis therefor must 
be submitted in writing and postmarked 
or delivered to the office of the county 
committee within 15 days after the mull¬ 
ing of tho notice of ailoUnent. If the 
appellant is dissatisfied with the decision 
of the cotmty committee with respect to 
his appeal, he may appeal to the State 
committee within 15 days after the data 
of mailing the notice of the decision of 
the county committee. If the appellant 
is dissatisfied with the decision of the 
State committee, he may within 15 days 
after the date of mailing of the notice of 
the decision of the State committee, re¬ 
quest the Director of the Grain Division, 
Commodity Stabilization Service, to re¬ 
view his case, whose decision shaU be 
final 

(c) In the event marketing quotas are 
applicable to the 1957 crop of rice, any 
producer w»ho Is dissatisfied with the 
farm rice acreage allotment and market¬ 
ing quota established for his farm may, 
within 15 days after mailing of the offi¬ 
cial notice of the farm rice acreage allot¬ 
ment and marketing quota, file applica¬ 
tion to have such allotment reviewed by 
a review committee appointed by the 
Secretary. The procedures governing 
the review of farm acreage allotments 
and marketing quotas arc contained In 
tho regulations issued by the Secretary 
(Part 711 of this chapter) which are 
Available at the office of the county 
committee. 

S 730.821 Reapportionment of pro¬ 
ducer’s preliminary acreage allotments 
released voluntarily to county committee. 
(a) In the producer States, a producer 
may. not later than the closing dates 
prescribed in this section, voluntarily 
release to the county committee all or 
any part of his 1957 prelimlruiry rice 
acreage allotment on which rice will not 
be planted in 1957. Such released acre¬ 
age shall be deducted from the prelimi¬ 
nary allotment established for such pro¬ 
ducer and may be reapportioned by the 
county committee not later than the 
closing dates prescribed in this section 
to other producers (old or new) in the 
same county receiving allotments in 
amounts determined to be fair and rea¬ 
sonable on the basis of the production 
of rice by the producer during the years 
1952 through 1956; the 1956 preUminary 
rice acreage allotment established for 
the producer: abnormal conditions af¬ 
fecting acreage; land, labor, water, and 
equipment available for the production 
of rice; crop-rotation practices; and the 
soil and other physical factors affecting 
the production of rice. The closing dates 
in each State for the release and reap¬ 
portionment of producer preliminary 
rice acreage allotment are as follows: 
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(b) Any part of a producers prelimi¬ 
nary allotment which is not assiimed to 
a farm by reason of a field-size adjust¬ 
ment under i 730.817 (e) shall, upon re¬ 
quest of the producer, be considered as 
released acreage under this paragraph. 
In considering producers to receive addi¬ 
tional allotment from released acreage, 
preference shall be given to producers 
having small allotments. Any prelimi¬ 
nary rice acreage allotment released for 
1957 shall, in determining future pre¬ 
liminary rice acreage allotments, be re¬ 
garded as having been planted by the 
producer releasing such preliminary al¬ 
lotment if rice was seeded by such pro¬ 
ducer in at least one of the five years 
immediately preceding the year for 
which the allotment is determined, and 
shall not be considered as having been 
planted by the producer to which such 
released acreage Is reapportioned. 

$ 730.822 Succession of interest in 
producer States, (a) If a producer 
voluntarily retires from the production 
of rice, dies, or is declared incompetent 
by a court of competent Jurisdiction, his 
history of rice production shall be ap¬ 
portioned In whole or in part among the 
heirs, devisees, or members of his family 
according to the extent to which they 
may continue or have continued his 
farming operations if satisfactory proof 
of such relationship and succession of 
farming operations is furnished the 
county committee, 

<b) If a producer voluntarily with¬ 
draws in whole or in part from the pro¬ 
duction of rice through the voluntary 
sale of lice land, all or such part of such 
producer's history of rice production as 
may be ascribed to such land shall pass 
to the purchaser if such transfer of rice 
history is approved by the State com¬ 
mittee. 

<c> If a producer voluntarily with¬ 
draws in whole from the production of 
rice through the voluntary sale of a 
leasehold of rice land of five or more 
years duration, all of such producer's 
history of rice production as may be 
ascribed to such land shall pass to the 
purchaser if (1) such sale Includes all 
irrigation equipment and other per¬ 
manently Installed rice-producing facili¬ 
ties attached to such land, and <2) such 
transfer of rice history Is approved by 
the State committee. 

FASM ACBEAGK AEXOTMEMTS BASED ON PAST 
PRODUCTION or RICE ON FARMS 

( 730.823 Report on farm data, (a) 
In the farm States, to the extent that 
such Information is not already avail¬ 
able to the county committee, the owner, 
operator, or any other person who will 
have an interest in the rice crop to bo 
produced on tlie farm in 1957 shall fur¬ 
nish the county committee of the county 
in which the farm Is located information 
requested by the county committee rela¬ 
tive to changes in operations or control 


of the farm, size of the farm, or changes 
in the acreage of developed lies land on 
the farm. 

(b) Information not so furnished 
shall be determined or appraised by the 
county committees on the basis of rec¬ 
ords in the county office, available pro¬ 
duction and sales records, and other 
available information. 

S 730.824 Determination of base ccre- 
ages for old farms. In the farm States, 
the county committees shall determine 
for each old farm a base acreage of rice. 
This acreage shall be determined on the 
basis of past production of rice on the 
farm. Uklng into consideration the 1955 
and 1956 rice acreage allotments estab¬ 
lished for the farm; abnormal conditions 
affecting the acreage of rice on the farm; 
land, labor, and equipment available for 
the production of rice on the farm; crop- 
rota lion practices: and the soil and other 
physical factors affecting the production 
of rice on the farm, ^ch such base 
acreage determined shall be fair and 
reasonable in relation to the factors 
above when compared with the base 
acreages for other farms in the county 
which are similarly operated. This base 
acreage shall be determined primarily 
on the basis of the rice history acreages 
on the farm during the years 1952 
through 1956. Prior to determining such 
ba.se acreages the county committee shall 
establish for each old farm a historical 
average acreage of rice and an adjusted 
average acreage of rice, w here applicable, 
in accordance with paragraphs (a) and 
(b) of this section; 

Ca) Historical average acreage. The 
historical average acreage shall be the 
average of the rice history acreages on 
the farm during the years 1952 through 
1956, including in 1955 and 1956 the rice 
allotment acreage released adjusted for 
diversion credit. The rice history 
acreages for any farm during the years 
1952 through 1954 shall be the rice 
acreages for the farm during such years. 
The 1965 rice history acreage for any 
farm shall be the 1955 acreage that was 
determined for such farms under 
f 730.724 (a) of the 1956 farm rice 
acreage allotment regulations. The 1956 
lice history acreage for any farm shall 
be the rice acreage on the farm in 1956, 
not in excess of the 1958 farm rice 
acreage allotment Including any acreage 
of rice placed under the 1956 acreage 
reserve or conservation reserve program, 
plus the acreage diverted or considered 
diverted from the production of rice 
under the 1958 rice acreage allotment 
program, and sliall be determined as 
follows: (1) If the 1956 farm rice acre¬ 
age allotment established under 5 730.725 
or f 730.726. as increased or decreased 
under i 730.730, was knowingly exceeded, 
the rice history acreage for 1956 shall 
be the 1956 farm rice acreage allotment 
established under f 730.725 or f 730.726; 
(2) if the 1956 farm rice acreage allot¬ 
ment e.stablished under 1730.725 or 
S 730.726. as increased or decreased 
under { 730.730. was not knowingly ex¬ 
ceeded and tlie 1956 rice acreage on the 
farm plus any acreage diverted from the 
production of rice under the acreage 
reserve or conservation reser\^e program 
was 90 per centum or more of such 1956 


farm rice acreage allotment, the farm 
rice history acreage for 1956 shall be 
that acreage which Is obtained by divid¬ 
ing the 1956 farm ri<;e acreage allotment 
established under } 730.725 or f 730 72$, 
by the smaller of (i) the 1956 county 
allotment proratlon factor detenntned 
under f 730.725 (a) or (U) 1.0000; or (3) 
if the 1956 rice acreage on the farm pita 
any acreage diverted from the produc¬ 
tion of rice under the 1956 acreage re¬ 
serve or conservation reserve program 
was less than 90 per centum of the 1956 
farm rice acreage allotment established 
under I 730.725 or f 730.728. as Increased 
or decreased under 9 730.730. the 1996 
farm rice history acreage shiall be the 
smaller of Cl) an acreage obtained by 
dividing the 1956 farm rice acreage 
allotment established under f 730.725 or 
9 730.726 by the smaller of (a) the 1956 
county allotment proratlon factor deter¬ 
mined under 9 730.725 or <b> 1.0000; or 
(ID an acreage obtained by multiplying 
the 1966 rice acreage on the farm plus 
any acreage diverted from the produc* 
lion of rice under the 1956 acreage re^ 
serve or conservation reserve program 
by a diversion credit factor. In such 
cases the diversion credit factor will be 
the reciprocal of a decimal fraction 
which Is 90 per centum of the 1956 
county allotment proratlon factor as 
determined under 9 730.725. 

(b) Adjusted average acreage. (1) 
The adjusted average acreage shall be 
obtained by eliminating from the period 
of years used In determining the his¬ 
torical average acreage the year or yeari 
for which the county committee finds 
that the rice history acreage was: 

(i> Abnormally low due to excessive 
wet weather, flood, or drought; 

(ID Abnormally high because of fail¬ 
ure of crops other than rice: 

(ill) Not representative for 1957 be¬ 
cause of (a) a definitely established crop- 
rotation system being carried out on the 
farm, (b) a reduction in the acreage of 
developed rice land on the farm, (c) a 
reduction in the number of rice-produc¬ 
ing tenants or other labor on the farm, 
or (d) unavailabUity of irrigation water; 

(iv) Excessive for the farm on the 
basis of developed rice land, the soil, or 
other physical factors affecUng the pro¬ 
duction of rice: or 
(V) Not reliably reported or properly 
determined. 

No year with zero rice acreage shall be 
eliminated under subdivision (UD 
of this subparagraph if it is determined 
by the county committee that such zero 
acreage resulted from the land becoming 
unsuitable for rice In such year due to 
continuous production of rice thereon 
in prior years. 

(2) When one or more of the years 
are eliminated In accordance with the 
provisions of subdivisions (D to <v) of 
subparagraph <1) of this paragraph, 
average of the years not so eliminated 
shall be considered as the adjusted aver¬ 
age acreage. If all years in the appli¬ 
cable period are eliminated, the adjusted 
average acreage shall be zero. 

(c) f 957 base acreage. The 1957 base 
acreage for any old farm shall be the hiS' 
torlcal average acreage determined under 
paragraph c a > of this section, or. if deter- 
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minM, the adjusted averase acreaRe 
under parasraph cb) of this section: 
PwrAded^ That the 1956 base acreage 
ckctTmlned under I 730.724 <e) of the 
1956 farm rice acreage allotment regula* 
Uons» or where applicable, the 1956 ad* 
Justed base acreage may be adopted as 
the 1957 base acreage if the county oom- 
mittee determines that such base acreage 
adequately reflects past production of 
rice on the farm, taking into considera* 
tlon the 1955 and 1956 rice acreage allot* 
menu established for the farm; abnor* 
ma1 conditions affecting the acreage of 
rice on the farm: land, labor and eq\iip* 
ment available for the production of 
rke on the form: crop-rotation prac¬ 
tices; and the soil and other physical 
factors affecting the production of rice 
on the farm and that such base acreage 
wUl be fair and reasonable In relation 
to the factors above when compared with 
the base acreages established for other 
farms in the county which are similarly 
operated. The 1956 adjusted base acre¬ 
age for any farm shall be the 1956 rice 
history acreage for the farm determined 
under paragraph ca> of this section. 
If the acreage determined trader para¬ 
graph fa> or (b) of this section is scro, 
the county committee shall appraise a 
base acreage for the farm which Is fair 
and reasonable in relation to the base 
icreages determined for other farms In 
the county which are similarly oper- 
ited. taking into consideration the de¬ 
veloped rice land, labor, water and equip¬ 
ment available for the production of rice, 
crop-rotation practices, and the soil and 
other physical factors affecting the pro- 
doclion of rice on the farm. If the his¬ 
torical average acreage Is zero because 
rice was not planted during the period 
1952 through 1955 and was planted In 
1956 without an allotment the appraised 
acreage shall not exceed the base acreage 
teermlned for a 1956 new farm which is 
■milar with respect to the factors above 
on which rice w^as planted. The ap- 
Ijsised base acreage for any such farm 
wall not be greater than an acreage 
«tennined by applying to the developed 
ncc land on the form the ratio of rice 
•creage to developed rice land In the 
community, or the ratio of rice acreage 
w> developed rice land in the county If 
11 is determined by the county committee 
more equitable base acreages would 
TOilt by using such ratios. 


1730.825 f957 acreage allotments for 
^ /arms, (a) The base acreages of rice 
oeter^ed under } 730.824. adjusted pro 
^ to the county allotment minus an 
Wroprlate reserve established by the 
rommittee with the approval of 
w stale committee of not to exceed 5 
hw centum of the county allotment for 
corrections, missed,farms, 
■^adjustmenu under paragraph (b) of 
shall be the acreage allot- 
for old farms. If, as a result of 
w^ciloas. the total acreage allotted to 
county for which correc- 
less than the total acre- 
alloted to such farms, such 
^crcnce in acreage shall be added to 
reserve provided for in this 
Without regard to the liml- 
‘aUon thereon. 


cb) The acreage allotment determined 
for any farm under paragraph (a) of this 
section may be increased if the county 
committee determined that the allot¬ 
ment is small In relation to allotments 
for other old farms in the county on the 
basis of the crop-rotation practices, the 
land, labor, water and equipment avail¬ 
able for the production of rice, and the 
soil and other physical factors affecting 
the production of rice, taking into con¬ 
sideration the acreage required for the 
economic operation of the farm and the 
acreage available for such increases; 
Provided, That such increased allot¬ 
ments shall not exceed the allotments 
determined for other farms which aie 
similar with respect to the factors set 
forth above. The acreage used In any 
county for inci’easing allotments under 
this paragraph shall not exceed the acre¬ 
age made available therefor under para¬ 
graph fa) of this section. 

(c) The acreage allotment determined 
for any farm under paragraph (a) or 
(b) of this section may be Increased if 
the county committee determines that 
such allotment is Inadequate for the 
farm because of an insufficient county 
acreage allotment or because rice was 
not planted on the farm during all of 
the preceding five years, taking into con¬ 
sideration the land, labor, water, and 
equipment available for the production 
of rice and the acreage required for the 
economic operation of the farm: Pro- 
vided. That the total of such increases 
In allotments under this paragraph shall 
not exceed the acreage made available 
to the county from the national reserve 
provided for by section 353 (a) of the 
act. 

4 730.826 Determination of acreage 
allotments for new farms. In the farm 
States, the county committees shall de¬ 
termine a 1057 rice acreage allotment 
for each eligible new farm for which an 
acreage allotment Is requested in writing 
not later than February 1. 1957, except 
that in the State of Louisiana such ap¬ 
plication shall be filed not later than 
February 15, 1957. The rice acreage 
allotments for new farms shall be de¬ 
termined on the basis of tillable land 
suitable for the production of rice, labor, 
water and equipment available for the 
production of rice, and the soil and other 
physical factors affecting the production 
of rice, and shall not exceed the allot¬ 
ments determined under 4 730.825 for 
old farms which are similar with renx^t 
to such factors. The request for a new 
farm rice acreage allotment shall be 
made by the farm operator and shall 
contain a statement as to the location 
and identificalion of the farm, the acre¬ 
age allotment requested for the farm, 
the acreage of tillable land on the farm 
suitable for the production of rice and 
for which w^ter and other irrigation 
facilities are readily available, reason 
why rice was not produced on the farm 
in any of the years 1952 through 1956, 
the rice-producing equipment owned by 
the applicant or otherwise available for 
his use in 1957, location and identlflca- 
tlon of other rice farms In which the 
owner or operator has an interest, the 
past experience of the applicant in pro¬ 
ducing rice, and whether 50 percent or 


more of his livelihood in 1957 is expected 
to be derived from fanning operations 
on the farm: Provided, That to be eligible 
Tor a new farm rice acreage allotment 

(a) the land for which an allotment is 
requested must be well suited to the pro¬ 
duction of rice and for which water and 
other Irrigation facilities are readily 
available for use on such land In 1957; 

(b) the applicant must establish to the 
satisfaction of the county committee 
that he owns or has available for his use 
in 1957 adequate rlce-produclng equip¬ 
ment and that he expects to derive 50 
percent or more of his livelihood In 1957 
from farming operations on this farm; 
and (c) the owner or the operator of the 
farm must not have an interest in the 
rice produced on any other farm in 1937. 
Subject to reserves available, the rice 
acreage allotment for any such farm 
shall not exceed the rice acreage allot¬ 
ment requested for the farm or the acre¬ 
age determined by applying u> the till¬ 
able acreage on the farm suitable for 
the production of rice and for which 
water and other irrigation facilities are 
readily available for 1957 the ratio of 
rice acreage to developed rice land In the 
community or county (applicable only 
if there is developed rice land in the 
community or county), except that such 
ratio limitation shall not apply if it 
would result in an allotment which would 
be relatively small in relation to the allot¬ 
ments established for old rice farms 
which are similar with respect to such 
factors; Provided, That if the acreage 
planted to rice on the farm in 1957 is 
less than the allotment established under 
this section, the rice allotment for the 
farm shall be reduced to the acreage 
planted to rice on the farm, and tho 
acreage resulting from such reductions 
in each county shall be transferred to 
the reserve available to the county com¬ 
mittee for appeals and corrections, 
missed farms, and adjustments as pro¬ 
vided under 4 730.825. The sum of all 
such new farm rice acreage allotments 
in the State determined under this sec¬ 
tion shall not exceed the»rcservc for new 
farms established by the State commit¬ 
tee which shall not exceed 3 per centum 
of the State rice acreage allotment. 

I 730.827 MaiUng of 10S7 farm allot¬ 
ment notices. Notice of the 1957 farm 
acreage allotment shall be mailed by tho 
county committee to the operator of tho 
farm and to each other producer on the 
farm who will have an interest In the 
1957 rice crop. Insofar as practicable 
all allotment notices in the county shall 
be mailed on the same date and in time 
to be received prior to the date on which 
the referendum to determine whether 
fanners favor or oppose rice marketing 
quotas will be held. A copy of each 
allotment notice approved shall be main¬ 
tained for not less than thirty days in 
a conspicuous place in the county office 
and shall thereafter be permanently kept 
freely available for public inspection in 
the office of the county committee. 

1 730.828 Allotment for farms di¬ 
vided or combined—(a) Divisions, If 
land operated as a single farm In 1956 
will be operated In 1967 as two or more 
farms, the 1957 farm rice acreage allot- 
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mcnt determined for the entire farm 
shall be apportioned among the divided 
farms in the same proportion as the de¬ 
veloped rice land for each such divided 
farm bears to the total developed rice 
land for the entire tract; except that the 
farm rice acreage allotment determined 
for the entire farm shall, if the farm to 
be divided for 1957 consists of two or 
more tracts which were separate and 
distinct farms before being combined for 
the 1955 or 1956 program year, be appor¬ 
tioned among the tracts in the same pro¬ 
portion that each contributed to the 
farm rice acreage allotment for the year 
for which combined. If. however, the 
county committee determines that this 
method would result in allotments not 
representative of the farming operations 
normally carried out on each part, an 
allotment may be determined for each 
part in the same manner as would have 
been done if such part had been a com¬ 
pletely separate farm: Provided, That 
the sum of the allotments thus deter¬ 
mined under this section for each part 
shall not exceed the allotment originally 
determined for the entire farm which 
is being divided. 

► (b) CombinationM* If two or more 

farms, or parte thereof, for which 1957 
lice acreage allotments are determined 
are combined and operated as a single 
farm In 1957, the 1957 allotment shall 
be the sum of the allotments determined 
for each of the unite comprising the 
combination. 

(c) DivisUm of farms involving gov 
ernme^xt owned land. If a farm, a part 
of which is owned by the Federal Gov¬ 
ernment and under a restrictive lease 
to a producer. Is to be divided for 1957 
the rice acreage allotment attributed to 
or established for the government owned 
tract shall become frozen and shall not 
be available for apportionment to any 
other farm. 

S 730.B29 Right to appeal and oppli- 
catiofi for review, (a) In the event 
marketing quotas are not applicable to 
the 1957 crop of rice, any person who as 
owner, operator, landlord, tenant, or 
sharecropper, is dissatisfied with his 
farm rice acreage allotment may file 
an appeal for reconsideration of such 
allotment. The appeal and the facte 
constituting the ba^ therefor must be 
submitted in writing and postmarked 
or delivered to the office of the county 
committee within 15 days after the date 
of mailing of the notice of allotment. If 
the applicant Is dissatisfied with the de¬ 
cision of the county committee with 
respect to his appeal, he may appeal 
to the SUte committee wrlthin 15 days 
after the date of mailing the notice of 
the decision of the county committee. 
If the appellant is dissatisfied with the 
decision of the State committee, he may 
within 15 days after the date of mailing 
of the notice of the decision of the State 
committee, request the Director of the 
Grain Division, Commodity Stabiliza¬ 
tion Service, to review his case, whose 
decision shall be final. 

(b) In the event marketing quotas are 
applicable to the 1957 crop of rice, any 


producer who is dissatisfied with the 
farm rice acreage allotment and market¬ 
ing quota established for his farm may, 
within 15 days after mailing of the offi¬ 
cial notice of the farm rice acreage allot¬ 
ment and marketing quota, file applica¬ 
tion to have such allotment i*eviewed by 
a review committee appointed by the 
Secretary. The procedures governing 
the review of farm acreage allotments 
and marketing quotas are contained in 
the I'egulatlons issued by the'Secretary 
(Part 711 of this chapter) which are 
available at the office of the county 
committee. 

9 730.830 Reapportionment of farm 
acreage allotments released voluntarily 
to county committee, (a) In the farm 
states, any part of any 1957 farm rice 
acreage allotment on which rice will not 
be planted in 1957 and which is volun¬ 
tarily released by the owner or operator 
of the farm to the county committee 
not later than the closing dates pre¬ 
scribed in this section shall be deducted 
from the rice acreage allotment deter¬ 
mined for such farm and may be reap¬ 
portioned by the county committee not 
later than the closing dates prescribed 
In this section to other farms (old or 
new') in the same county reoeiving allot¬ 
ments in amounts determined by the 
county committee to be fair and reason¬ 
able on the basis of the production of 
rice on the farm during the years 1952 
through 1956; the 1956 farm acreage 
allotment; abnormal conditions alTectlng 
acreage; land. labor, w'ater and equip¬ 
ment available for the production of 
rice; crop-rotation practices; and the 
soil and other physical factors afiecting 
the production of rice. The closing dates 
in each State for the release and reap- 
portionment of farm rice acreage aUot- 
mente are as follows: 


KUUl 


Braivpnrtloo* 

nicnt 

Artamoa__ 

lUlnoU__ 

Louautui.. 

MUdMinpl. 

May 1.1IW7 
May 1,1M7 
Afir. 

Atir. aaioj; 
May LIW 
May L Ui67 
Apr. 1,1M7 

May HVIW7 
May 

May S,IBS7 
May S,IW7 
May K.IM7 
May tt>,l»S7 
Apr. J\1M7 

Mlmotirl _ 

Okklieroa .. 

Soutli Carolina.__ 



<b) In considering farms to receive 
additional allotmehts from released acre¬ 
age. preference shall be given to farms 
having small allotments. Any rice acre¬ 
age allotment released for 1957 shall, in 
determining future farm rice acreage 
allotments, be regarded as having been 
planted on the farm releasing such allot¬ 
ment of rice was seeded on such farm in 
at least one of the five years immediately 
preceding the year for which the allot¬ 
ment is determined, and shall not be 
considered as having been planted on the 
farm to which such released acreage is 
reapportioned. 

MISCELLANEOUS 

I 730.831 Reguest to preserve acreage 
history for the 19S7 crop of rice. If the 
acreage planted to rice on a farm in 
1957 is less than the 1957 farm rice acre¬ 
age allotment for such farm, except 


where the allotment Is under-plniited 
and the quantity of rice previously storM 
to avoid or postpone payment of the mar¬ 
keting quota penalty has been reduced 
because of such reduction in acreage, the 
entire farm acreage allotment e>tab- 
lishcd under 99 720.819 and 730.825 .shall 
be considered to have been planted for 
the purposes of establishing future State, 
county, and farm acreage allotments, 
provided the owner or operator of the 
farm files or has filed a request in wrritlDg 
for such preservation of rice history 
acreage on or before June 1. 1957. 

9.730.832 Farm normal yields. The 
normal yield for any farm for the 1957 
crop of rice shall be the average yield per 
acre of rice for the farm during the pe¬ 
riod 1952 through 1956. adjusted for ab¬ 
normal weather conditions and for trends 
in yields. If for any such year the dais 
arc not available or there Is no actuil 
yield, then the normal yield for the farm 
shall be appraised taking into consider¬ 
ation abnormal weather condlUoM, 
trends in yields, the normal yield for 
the county, the yields, obtained on 
adjacent farms during such year, and 
the yield in years for which data are 
available. If on account of droui^ht 
flood, insect peste. plant disease, or other 
uncontrollable natural cause, the yield 
for any year of such period is less than 
75 per centum of the average, 75 per 
centum of such average shall be subsU- 
luted therefor In calculating the normal 
yield per acre for the farm. If. on ac¬ 
count of abnormally favorable weather 
conditions, the yield for any year of such 
period Is in excess of 125 per centum of 
the average, 125 per centum of such av¬ 
erage shall be substituted therefor in cal¬ 
culating the normal yield per acre for the 
farm. 

9 730 833 Redelegation of authority. 
Any authority delegated to the State 
committee tfy 99 730.810 to 730.834 may 
be redclegated by the State committee. 

9 730.834 Applicability of regulations. 
(a) 8ecUons730.810to730.834.lnclusivc, 

shall govern the establishment of farm 
and producer rice acreage allotmenls in 
connection with the marketing quota and 
price support programs for the 1957 crop 
of rice. 

(b) The regulations In this subpari are 
contingent upon the proclamation of a 
national acreage allotment of rice for 
1957 by the Secretary pursuant to section 
353 of the Agricultural Adjustment Act 
of 1938. as amended. 

Non:: The reporting and record -ketpU'S 
requlretnenu contained herein have been up- 
proved by, and euboequent reporting record¬ 
keeping requiremento will be subject to 
approval of, the Bureau of fludgci In accord¬ 
ance with the Federal Reports Act of 1942- 

Done at Washington. D. C.. this SOth 
day of October 1956. Witness my hand 
and the seal of the Department of Agri¬ 
culture. 

(SEALl E. L. PETiaSON, 

Acting Secretary of Agriculture. 

|F R Doc. S6~8944; Filed. Nov. 1. 1^5^* 
8:52 a. m.l 
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Chopfer IX—^Agriculfural Marketing 
Service (Marketing Agreements and 
Orders), Department of Agriculture 

Past 911—Mjlx in Tkxas Pakhakdls 
Marketing Area 


OeOtt AKENDINO THE OROEV. AS ASICKDEO 


1911.0 Findings and determinations. 
The findlngM and determinations herein¬ 
after set forth are supplementary and 
In addition to the findings and deter¬ 
minations previously made in connection 
with the Issuance of the aforesaid order 
and each of the previously issued amend¬ 
ments thereto; and all of said previous 
dndings and determinations are hereby 
nulled and affirmed^ except insofar as 
such hiuliDgs and determinations may 
be in conflict with the findings and deter¬ 
minations set forth herein. 

(a) FindiJigt upon the basis of the 
hearing record. Pursuant to the provi¬ 
sions of the Agrtcultural Marketing 
ACT*ecmcnt Act of 1937, as amended <7 
U. 8. C. 601 ct seq.), and the applicable 
niles of practice and procedure, as 
amended^ goveming the formulation of 
marketin g ag reements and marketing 
orders <7 CFR Part 900), a public hear¬ 
ing was held upon proposed amendments 
to the tentative marketing agreement 
and to the order, as amended, regulating 
the handling of milk In the OHexas Pan¬ 
handle. marketing area. Upon the ba&is 
of the evidence Introduced at such hear¬ 
ing and the record thereof, it is found 
that: 

<1) The said order, as amended, and 
as hereby further amended, and all of 
the terms and conditions of said order, 
as amended, and as hereby further 
amended, wUl tend to elTectuate the dc- 
eJared policy of the act; 

12) The parity prices of milk pro¬ 
duced for sale in the said marketing area 
•a determined pursuant to section 2 of 
the act arc not reasonable in view of the 
price of feeds, available supplies of feeds 
other economic conditions which 
guect market supply and demand for 
wch milk, and the minimum prices 
*P«eified in the order, as amended, and 
gs hereby further amended, are such 
prices as will reflect the aforesaid factors, 
fl^re a suflicient quantity of pure and 
wholesome milk and be in the public In¬ 
terest; and 


order, as amended, and 
g5 nexeby further amended, regulates the 
wialing of milk in the same manner as. 
gmi is applicable only to persons in the 
classes of Industrial and com¬ 
mercial activity specified In. a marketing 
Wcement upon which a hearing has 
ocen held. 


(b) Additional Andings, It is neces- 
in the public interest to make this 
mer amending the aforesaid order ef- 
wuve at the earliest po^blc date. Anj 
J^y in the effective date wUl tend to dls- 
It?, o”*®rty marketing of milk in th< 
marketing area and would de- 
w the purpose of the amendment, 
action of this ordci 
the order, as amended, U 
hnvll? l)gndlers, the public hearing 
October 22. 1956, 
# decision having been issued 
Reasonable time, under the 
cumstances. has been afforded person! 


affected to prepare for its effective date. 
In view of the foregoing, it is hereby 
found and determined that good cause 
exists for not delaying the effective date 
of this order for 30 days after its puh- 
hcation in the Federal Register. (See 
sec. 4 (c), Administrative Procedure Act, 
5 U.ac. 1001 etseq.), 

(c) Determinations, It Is hereby de¬ 
termined that handlers (excluding co¬ 
operative associations of producers who 
are not engaged in processing, distribut¬ 
ing or shipping milk covered by this 
order, amending the order, as amended, 
which Is marketed within the Texas Pan¬ 
handle marketing area) or more than 50 
percent of the milk which Is marketed 
within the said marketing area, refused 
or failed to sign the proposed marketing 
agreement regulating the handling of 
milk in Uie said marketing area, and it 
is hereby further determined that: 

(1) The refusal or failure of such 
handlers to sign said proposed marketing 
agreement tends to prevent the effectua¬ 
tion of the declared i)oUcy of the act: 

(2) The Issuance of the order amend¬ 
ing the order, as amended, is the only 
practical means, pursuant to the de¬ 
clared policy of the act, of advancing 
Uie Interests of producers of milk wldch 
is produced for sale in the said markelng 
area; and 

c3) The issuance of this order amend¬ 
ing the order, as amended, is approved 
or favored by at least two-thirds of the 
producers who, during the determined 
representative period (August 1956), 
were engaged In the production of milk 
for sale in the said marketing area. 

Order relative to handling. It Is 
therefore ordered, that on and after the 
effective date hereof, the handling of 
milk in the Texas Panhandle marketing 
area shall be in conformity to and in 
compliance with the terms and condi¬ 
tions of the aforesaid order, as amended, 
and as hereby further amended, as 
follows: 

Ameod S 911.51 (a) by adding thereto 
the following: **Frovided: That such 
price shall be Increased or decreased by 
a like amount, in any month in which 
the supply-demand adjustment com¬ 
puted pursuant to S 943.51 (a) (1) (2) 
and (3), regulating the handling of milk 
in the North Texas marketihg area. In¬ 
creases or decreases the Class I price 
computed pursuant to I 943.51 (a) ” 

(8ee. 5. 40 fiUt. 753. br amended; 7 U. 8. O. 
608c) 

Issued at Washington. D. C., this 31st 
day of October 1956, to be eifccUvc on 
and after the first day of November 1956. 

iSEALl E. Ll Peterson, 

Acting Secretary, 

(P. R. Doc. 66-6942; Filed, Nov. 2, 1956; 

8.52 a. m.| 


(Navel Orange Reg. 891 

Past 914— Navel Oranges Grown in 
Arizona and Designated Part or 
CAUrORNU 

limitation or handuno 

1914.389 Navel Orange Regulation 
69—(a) Findings, (1) Pursuant to the 


marketing agreement, as ame nded , and 
Order No. 14, as amended (7 CFR Part 
914: 21 P. R. 4707), regulating the han¬ 
dling of navel oranges grown in Arizona 
and designated part of California, effec¬ 
tive September 22.1953, under the appli¬ 
cable provisions of the Agricultural Mar¬ 
keting Agreement Act of 1937, as 
amended (7 U. S. C. 601 et seq.: 68 Stat. 
906. 1047), and upon the basis of the 
recommendation and information sub¬ 
mitted by the Navel Orange Administra¬ 
tive Committee, established under the 
said amended marketing agreement and 
order, and upon other available informa¬ 
tion, it is hereby found that the limita¬ 
tion of handling of such navel oranges, 
05 hereinafter provided, will tend to 
effectuate the declared policy of the act. 

(2) It is hereby further found that it 
is impracticable and contrary to the 
public interest to give preliminary notice, 
engage in public rule making procedure, 
and postpone the effective date of this 
section until 30 days after publication 
thereof in the Fsoeral Register (60 Stat. 
237; 5 U. S. C. 1001 et seq.) because the 
time intervening between the date when 
information upon which this section is 
based became available and the time 
when this section mu.st become effective 
in order to effectuate the declared policy 
of the act is insufficient, and a reason¬ 
able time l5 permitted, under the circum¬ 
stances. for preparation for such effec¬ 
tive time: and good cause exists for 
making the provisions hereof effective 
as hereinafter set forth. The Navel 
Orange Administrative Committee held 
an open meeting on November 1, 1956, 
after giving due notice thereof, to con¬ 
sider supply and market conditions for 
navel oranges and the need for regula¬ 
tion; interested persons were afforded 
an opportunity to submit information 
and views at this meeting; the recom¬ 
mendation and supporting information 
for regulation during the period specified 
herein w^ere promptly submitted to the 
Department after such meeting was 
held; the provisions of this section, in¬ 
cluding its effective time, are identical 
with the aforesaid recommendation of 
the committee, and information con¬ 
cerning such provisions and effective 
time has been disseminated among han¬ 
dlers of such navel oranges; It is neces¬ 
sary. in order to effectuate the declared 
policy of the act, to make this section 
effective during the period herein speci¬ 
fied; and compliance with this section 
will not require any special preparation 
on the part of persons subject thereto 
which cannot be completed on or before 
the effective date hereof. 

(b) Order, (1) The quantity of navel 
oranges grown in Arizona and desig¬ 
nated part of California which may be 
handled during the period beginning at 
12:01 a. m.. P. s. t.. November 4,1056, and 
ending at 12:01 a. m., P. s. t. November 
11,1056. is hereby fixed as follows: 

(1) District 1: 29.036 cartons; 

(ii) District 2: Unlimited movement; 

(Ui) Districts; Unlimited movement; 

(iv) District 4; Unlimited movement. 

(2) All navel oranges handled during 
the period specified in this section are 
subject also to ah applicable size restric¬ 
tions which are in effect pursuant to 
this part during such period. 
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(3) As used In this section, ‘‘handled,'* 
•T>istrlct 1." "District 2." "District 3." 
"District 4," and "carton" have the same 
meaning as when used in said amended 
marketing agreement and order. 

(8ec. 6. 49 6Ut. 7S3. m amended; 7 U. 8. O. 
e06c) 

Dated: November 2» 1956. 

[sbalI O. R. Orange. 

Aetino Director, Fruit and Veg- 
etable Division, Agricultural 
Marketing Service. 

(F R, Doo. se^eosi: piled. Nov. 3, 1956: 
11:46 a.m.) 


(Lemon Reg. 666] 

Part 953— Lemons Grown in Calitornu 
AND Arizona 

LIMITATION OF SHIPMENTS 

S 953.773 Lemon Regulation 666— (a) 
Findings, (1) Pursuant to the market¬ 
ing agreement, as am ended , and Order 
No. 53. as amended (7 CFR Part 953; 20 
F. R. 8451; 21 P. R. 4393). regulating the 
handling of lemons grown in the State 
of California or in the State of Arizona, 
effective under the applicable provisions 
of the Agricultural Marketing Agreement 
Act of 1937, as amended (7 U. S. C. 601 
et seq.; 68 Stat. 906,1047), and uixm the 
basis of the recommendation and in¬ 
formation submitted by the Lemon Ad¬ 
ministrative Committee, established 
under the said amended marketing 
agreement and order, and upon other 
available information, it is hereby found 
that the limitation of the quantity of 
such lemons which may be handled, as 
hereinafter provided, will tend to effec¬ 
tuate the declared policy of the act. 

(2) It is hereby further found that it 
is impracticable and contrary to the 
public Interest to give preliminary notice, 
engage in public rule making procedure, 
and postpone the effective date of this 
section until 30 days after publication 
thereof in the Federal Register (60 StaL 
237; 6 U. S. C. 1001 et seq.) because the 
time intervening between the dale when 
information upon which this section 
is based became available and the time 
when this section must become effec¬ 
tive in order to effectuate the declar^ 
policy of the act is insufficient, and a 
reasonable time is permitted, under the 
circumstances, for preparation for such 
effective time; and good cause exists for 
making the provisions hereof effective as 
hereinafter set forth. Shipments of 
lemons, grown in the State of California 
or in the State of Arizona, are currently 
subject to regulation pursuant to said 
amended marketing agreement and 
order; the recommendation and support¬ 
ing information for regulation during 
the period specified herein w^ere promptly 
submitted to the Department after an 
open meeting of the Lemon Administra¬ 
tive Committee on October 31. 1956: 
such meeting was held, after giving due 
notice thereof to consider recommenda¬ 
tions for regulation, and interested per¬ 
sons were afforded an opportunity to 
submit their views at this meeting; the 
provisions of this section, including 
its effective time, are identical with the 


aforesaid recommendation of the com¬ 
mittee, and information concerning such 
provisions and effective time has been 
disseminated among handlers of such 
lemons: it is necessary, in order to effec¬ 
tuate the declared policy of the act. to 
make this section effective during the 
period hereinafter specified; and com¬ 
pliance with this section will not require 
any special preparation on the part of 
persons subject thereto which cannot be 
completed by the effective time thereof. 

<b) Order. (1) The quantity of lem¬ 
ons grown in the State of California or 
in the State of Arizona which may be 
handled during the period beginning at 
12:01 a. m., P. s. t., November 4, 1956, 
and ending at 12:01 a. m.. P. s. t., Novem¬ 
ber 11. 1956, is hereby fixed as follow*s: 

(!) District 1: Unlimited movement; 

(ii) District 2: 173,910 cartons; 

(iii) District 3: 21,390 cartons. 

(2) As used in this section, "handled," 
••District 1." "DUtrIct 2.” "District 3." 
and "carton" have the same meaning as 
when used in the said amended market¬ 
ing agreement and order. 

(Sea 5, 49 StAt. 7S3, aa amended: 7 U. 8. O. 
608e) 

Dated: November 1. 1956. 

[seal! O. R. Grange, 

Acting Director, Fruit and Veg¬ 
etable Division, Agricultural 
Marketing Service, 

[F. R. Doc. 66-9018; Filed, Nov. 2. 1956; 

8:55 a. m.| 


TITLE 45—PUBLIC WELFARE 

Subtitle A—Department of Health, 
Education, and Welfare, General 
Administration 

Part 14— Minimum Standards of Opera¬ 
tion FOR State Agencies for Surplus 
Property 

Part 14 of TlUc 45 CPR is hereby 
amended to read as follows: 

See. 

14.1 Definittona. 

14.2 Baalc policy. 

142 Geographic scope. 

14.4 Organlcatlon. 

14.5 Plan of operation for health and edu- 

catfonal donations. 

14.6 Plan of operation for clvU defense 

donation. 

14.7 Books and records. 

14.8 Service charges and funds. 

142 Audits. 

14.10 Handling of property. 

14.11 Utlllaatlon and compliance responsi¬ 

bility. 

14.12 Assistance to the Department. 

14.13 Nonconformance. 

14.14 Amendments. 

AUTHosmr: If 141 to 14.14 issued under 
sec. 203. 63 Stat. 385, sa amended; 40 XJ. 8. O. 

484. 

1 14.1 Definitions, (a) "Act" means 
the Federal Property and Administra¬ 
tive Services Act of 1949. Public Law 152, 
81st Congress (63 Stat. 377), as amended 
(40 U. 8. C. 471 et seq.). Terms defined 
in the act and not defined in this section 
shall have in this part the meaning given 
to them in the act. 

(b> "Accredited screener" means a 
person who has been certified by the 


Department to visit specified installs- 
lions and who has been Issued an ap¬ 
propriate Identification cord for the 
purpose of inspecting and listing per¬ 
sonal property for po^ble donation. 

(c> "Deportment" means the Depart¬ 
ment of Health, Education, and Welfare. 

(d) "Donable property" means aut- 
plus equipment, materials, books or other 
supplies under the control of any execa- 
tlve agency (Including surplus property 
in working capital funds established pur¬ 
suant to section 405 of the National 
Security Act of 1947. as amended, or 
In similar management-type funds) 
except: 

(1) Such property as may be specified 
from time to time by the Adminisirator 
of General Services: 

(2) Surplus agricultural commoditio, 
food, and cotton or woolen goods deter¬ 
mined from time to time by the Secre¬ 
tary of Agriculture to be commodities 
requiring special handling in order to 
assist him in carrying out his responsi¬ 
bilities with respect to price support or 
stabilization: 

(3) Property in the (nistody of an 
agency or an organizational unit thereof 
which is subject to the Government Cor¬ 
poration Control Act (59 Stat. 597; 31 
U.8. C. 841); 

(4) Property In trust funds. 

<c) "Need" means the lack or Inaxie- 
quacy of anything usable and necessaxy 
by eligible applicants in the conduct of 
health, educational, or civil defense 
activities. 

it) "Non-profit InsUtuUon" used in 
connection with a medical insUtutton. 
hospital, clinic, health center, or other 
health facility, or a school, college, uni¬ 
versity. or other educational facility, 
means one which is operated by one or 
more nonprofit corporations or associa¬ 
tions. no part of the net earnings of 
which inures or may lawfully inure to 
the benefit of any private shareholder or 
individual, and which has been held bjr 
the Internal Revenue Service to be tax- 
exempt under either the provisions of 
section 101 (6) of the 1939 Internal 
Revenue Code or section 501 (c) <3) of 
the 1954 Internal Revenue Code. 

(g) "Overage" means the excess oc¬ 
curring upon the receipt of a larger 
number of a specific item or a larger 
number of items than cither <1) 
quested on an "Application for Surplus 
Property" (Form HEW 135),or (2) listed 
on a shipping document. 

(h) "Screening" means the act of re¬ 
viewing and inspecting property which 
Is surplus or which is expected to become 
surplus for the purpose of determining 
whether or not such property is usable 
and necessary for health, educational, or 
civil defense purposes. 

(I) '‘Service charge" means the fee or 
charge mode by a State Agency to 
donee when distributing surplus property 
under section 203 (j) of the act. 

(J) "Shortage" means the deficiency 
occurring upon the receipt of a smaller 
number of a specific item or a smaller 
number of items than cither (1) 
quested on an "Application for Surpl^ 
Property" (FPrm HEW 135). or (2) 

on a shipping document. 
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(k) *'State Aj^ency** means the agency 
designated by State statute or executive 
order to make the certiAcations concem- 
Uui and distribution of donable property 
to eli(;ible applicants within the State as 
provided for in section 203 (j) of the act. 

(l) *‘Tax-5upj;>orted Institution** used 
In connection with a medical instituUoiu 
bc»pital, clinic, health center, school, 
school system, college or university, 
means one which receives a major por¬ 
tion of its financial support from moneys 
derived from State or local government 
revenues. 


114.2 Baste policy. Tt is the policy of 
the Department to strengthen and pro¬ 
mote the improvement of operations of 
Slate Agencies so as to achieve maximum 
elOclcncy* responsibility and equity in the 
distribution and utilization of surplus 
property for health, educational and 
civil defense purposes. 

114.3 Geographic scope. This part Is 
applicable to states within the continen¬ 
tal United States, the District of Colum¬ 
bia. the Commonwealth of Puerto Rico, 
snd the Territories and possessions of 
the United States. 


114.4 Organization, (a) Each State 
Agency shall be administered under the 
direction and supervision of a chief ex- 
•cutlve ofllcer who shall be responsible 
for carrying out all phases of the State's 
program In accordance with the ap« 
proved plan submitted pursuant to 114.5 
tnd/or 1 14.6. 

(b) Each State Agency shall maintain 
t staff adequate to enable it to carry out 
the program as set forth In its approved 
plan of operation. 


I I4fi Plan of operation for health 
flad educational donations, (a) Each 
State Agency shall submit to the appro- 
Pj^te regional office of the Department 
wo signed copies of its plan of operation 
for health and educational donations 
Which conforms to the provisions of this 
Unless such plan Is approved by 
the Department no allocations of donable 
^operty will be made to such State 
Agency under section 203 (J) <3) of the 
•ct. Notice of the Department's ap¬ 
pro^ or disapproval of the plan, to- 
with a statement of the respects 
w which it is deffclent. in the event of 
^pproval. shall be given to the State 
wncy as soon after submission of such 
practicable. No subsequent 
raen^ente to or modifications of ap- 
wved plans shall be placed In effect 
^ibout prior approval of the Depart¬ 
ment, 

State Agency plan of opera- 
ir'i/ojjicalth and educational donations 
be supported by saUsfactory evi- 
wnw establishing its authority to: 

_ Acquire, warehouse, and dlstrlb- 
w donable personal property to eligible 
tJl^Wwrtcd and non-profit educa- 
imd health Institutions under sec- 
^^"^.203 rj> of the act: and 

certifications and 
cements required by sccUon 203 (j) 
Pfederal Government. 
smrK V® required by para- 

coni section shall Include 

?*e8 of State Statutes or Executive 
^ Wlu e express statutory au- 
Ko.ai5-3 


thority does not exist or is ambiguous, or 
where the authority exists by virtue of 
Executive Order, the State Agency shall 
furnish the opinion of the State's At¬ 
torney General as to the existence of such 
authority. 

(d) The State Agency plan of opera¬ 
tion shall Include. In the follow^g order: 

(1) The provisions and procedures for 
attaining fair and equitable distribution 
of surplus property to eligible health and 
educational institutions. 

<2> Assurance that all warehousing 
and distributive functions are a direct 
part of the State Agency's operation and 
arc under the direction and control of 
its chief executive officer. 

(3) A schedule of service charges or 
an explanation of the method used in 
determining service charges, If such 
charges are made. 

(4) Procedures for: 

(I) Ascertaining the eligibility of an 
applicant and the authority of Its repre¬ 
sentative to receive property on its 
behalf. 

(II) Determining the actual need and 
usability of donable property. 

(ill) Screening surplus property at 
Federal installations by accredited 
screeners, when this function is 
contemplated. 

(Iv) Spot check Inspections at educa¬ 
tional and health institutions to deter¬ 
mine that property donated to them is 
actually put to use In accordance with 
the donee's certification. 

(V) Redistribution of donated prop¬ 
erty not being used. 

(Vi) Reporting surplus property that 
has been in the custody of the State 
Agency for over twelve months. 

(5) Provisions for obtaining certifica¬ 
tion of eligibility from institutions in 
connection with each transfer of donable 
property. 

(6) Provisions for obtaining certifica¬ 
tion by donee institutions of need and 
usability in connection with each trans¬ 
fer of property. 

(e) The plan of operation shall be 
accompanied by samples of the State 
Agency forms used. 

§ 14.6 Plan of operation for civU de- 
fense donations, (a) A State Agency, 
In order to become eligible to receive do¬ 
nable property for distribution for civil 
defense purposes, shall submit to the ap¬ 
propriate regional office of the Depart¬ 
ment. two signed copies of its plan of 
operation. The plan of operation shall 
include and be supported by all the docu¬ 
ments. assurances, schedules, samples, 
provisions and procedures relative to its 
proposed operation for civil defense pur¬ 
poses as are required of other State Agen¬ 
cies by f 14.6 with respect to health and 
educational donations. 

(b) In the case of a State Agency ad¬ 
ministering health and educational do¬ 
nations. under a plan previously submit¬ 
ted under 1 14.5 and approved by the 
Department, which Is also authorized un¬ 
der State law to perform the same func¬ 
tions respecting civil defense donations, 
such State Agency shall submit to the 
appropriate regional office of the De¬ 
partment two signed copies of a supple¬ 
ment Its present plan of operation. 


This supplement shall be supported by 
the same type of evidence respecting the 
authority of the State Agency to carry 
out the CivU defense functions as Is re¬ 
quired under paragraph (b) (I) and (2) 
of 4 14.5 In connection with health and 
educational donations, and shall be ac¬ 
companied by any additional amended 
or revised assurances, schedules, samples 
and procedures, as are necessary to adapt 
Its activities and the plan previously 
submitted and approved to encompass 
the civil defense responsibilities. Where 
the provisions and procedures to be uti¬ 
lized in connection with civil defense 
functions are different from those de¬ 
scribed in the approved plan for health 
and educational activities, the supple¬ 
ment shall Include a description of such 
differences. Where they are the same, 
a statement to that effect shall be 
Included. 

(c) No donable property will be allo¬ 
cated for civil defense purposes until 
the State Agency has submitted a plan or 
a supplement, as provided In paragraph 
(a) or (b) of this section, and such plan 
or supplement has been approved by the 
Department. Donable property allocated 
to a State Agency for health and edu¬ 
cational purposes Is not available and 
may not be distributed for civil defense 
purposes until the State Agency has com¬ 
plied with the provisiona of this part and 
received the Department's approval, and 
unless the propel has been allocated for 
civil defense purposes or for the three 
purposes of health, education and civU 
defense. 

§ 14.7 Books and records, (a) *1110 
accounting s>'stem of the State Agency 
shall conform to generally accepted ac¬ 
counting principles and practices includ¬ 
ing an Inventory record system which. In 
the absence of written approval by the 
State Auditor or other State official re¬ 
sponsible for this phase of State fiscal 
policy, must be approved by the Depart¬ 
ment. 

(b) Financial records and all other 
books and records of the State Agency 
shall be subject to Inspection by author. 
Izcd representatives of the De^rtmcnt. 
Annual financial statements (Including a 
balance sheet and a statement of receipts 
and disbursements or Income and ex¬ 
pense) shall be furnished to or made 
available for Inspection by the appropri¬ 
ate regional office of the Department. 

(c) Each State Agency shall maintain 
accurate records of all donable property 
received and distributed. Records of dis¬ 
tribution of all single Items having an 
acquisition cost of $2,500 or more shall 
be kept separate from those of lesser 
amount 

(d I All single Items or units of measure 
having a fair value of $35.00 or more, as 
determined by the State Agency, must 
be identified ^ the State serial number 
on the "Application for Surplus Prop¬ 
erty,’* Form HEW 136, under which the 
Items were received, so long as the items 
are in the custody of the State Agency, 
and records must be kept to show ulti¬ 
mate delivery of the items to the eligible 
applicant. 

(e) AU official records and correspond¬ 
ence of the State Agency ^all be kept for 
a minimum period of five years. 








RULES AND REGULATIONS 


114.8 Service charges and funds, (a) 
Service charges, as a whole, (or handllna 
donable surplus property shall be limited 
to the amount necessary to pay actual 
expenses of current operations and pur¬ 
chase necessary equipment, plus the ac¬ 
cumulation and maintenance of a work- 
Ing capital reserve. 

<b) A working capital reserve shall be 
computed, as of the end of the State 
Agency's fiscal year, as follows: 

(1) Add together the following items 
of current assets: 

(1) Cash on hand and in bank: 

(ii) Accotmts receivable: 

(Ui) Costs of acquiring surplus prop, 
erty inventory on hand. 

(2) Deduct from the total of current 
assets: 

(i) An appropriate allowance for un¬ 
collectible accounts receivable; 

(U) Liabilities, including any obliga¬ 
tion represented by funds not accumu¬ 
lated from handling charges and which 
are to be returned eventually to the 
source from which they were derived, 

<c) The working capital reserve shall 
not exceed an amount equivalent to the 
estimated cost of operation during one 
year in the immediate future. Under ex¬ 
ceptional circumstances a larger reserve 
may be retained with the approval of the 
Department. 

(d) Accounting records shall be main¬ 
tained in such manner as to Identify and 
separately account for funds accumu¬ 
lated from the assessment of service 
charges against donee institutions and 
organizations. Integrity of these funds 
shall be maintained, and they shall be 
used for promotion and extension of the 
program and shall not be available for 
other State purposes. 

(e) The service charge assessed by a 
State Agency for the transfer of any 
single item of donable surplus property 
shall be reasonable in relation to the 
costs incident to the transfer. 

(f) A State Agency shall accept pay¬ 
ment of a service charge only in the form 
of a warrant, check, or other offlcial 
Instrument dravrn or issued by an au¬ 
thorized representative of the donee In¬ 
stitution or organization. 

(g> Any funds accumulated by a State 
Agency from service charges against 
donee Institutions and organizations, 
over and above the working capital re¬ 


serve as provided for in this part, shall 
be refunded to donee institutions and 
organizations (1) on a pro rata basis 
(based upon total charges collected dur¬ 
ing the preceding fiscal year) or (2) re¬ 
duced service charges during the current 
and the next ensuing fiscal year. 

(h) When surplus property in the cus¬ 
tody of a State Agency is sold for the 
benefit and account of the United States 
of America, the State Agency will be 
permitted to retain from the proceeds of 
the sale the costs of advertising and costs 
of preparation for sales (including trans¬ 
portation costs incurred in recovering 
property from Institutions). Under ex¬ 
ceptional circumstances, additional pro¬ 
ceeds may be retained upon approval by 
the Department. 

S 14.9 Audits. The operations and 
financial alTairs of the State Agency 
shall be audited by an appropriate State 
authority or by a recognized auditing 
firm. Such audits shall conform to State 
laws, rules and regulations, fiscal policies 
and practices, and to any applicable 
State limitations. An audit shall be 
made at least every two years by a recog¬ 
nized auditing firm, where State law or 
regulations do not, as a minimum, re¬ 
quire biennial audits. Copies of the re¬ 
ports of the audits of the State Agencies 
shall be forwarded to or made available 
for review by the appropriate regional 
office of the Department. 

814.10 Handling of property, (a) 
Donable surplus property shall be inven¬ 
toried immediately upon receipt, and 
any shortage or overage shall be reported 
within 30 days to the donor holding 
agency with a copy to the appropriate 
regional office of the Department. 

(b) State Agencies shall maintain 
adequate provision for protecting prop¬ 
erty in their custody including reason¬ 
able protection against the hazards of 
fire, theft, vandalism and weather. 

f 14.11 Utilization and compliance 
responsibility, (a) Each State Agency 
shall assist the Department In effecting 
utilization and compliance by health and 
educational donees, with the terms and 
conditions established for any single item 
of donated property having an acquisi¬ 
tion cost of $2,500 or more. 

(b) State Agencies shall take reason¬ 
able measures to assure that single items 


of personal property with an acqulsit oa 
cost of less than $2,500 that are donated 
under the provisions of the act for health 
or educational purposes are actually used 
for such purposes. 

(c) State Agencies shall make appro¬ 
priate investigations of personal prop¬ 
erty donated for health and educational 
purposes and based upon the result of 
such investigations, take any action 
necessary to correct and prevent 
of .such property and to assure Its utili¬ 
zation for the purposes for which it was 
donated. 

(d > State Agencies shall report to the 
Department the circumstances pertain¬ 
ing to any known misuse of donated per¬ 
sonal property, regardless of the purpose 
for which the donation was made. 

8 14.12 AssistaTice to the Department, 
Each State Agency shall cooperate with 
the Department by releasing property 
from its custody upon request, and will 
assist the Department in obtaining vol¬ 
untary release by donee institutions of 
property needed for defense or emer¬ 
gency use. 

8 14.13 Nonconformance. If the De¬ 
partment determines that a State 
Agency is not operating In accordance 
with its previously approved plan of op¬ 
eration or this part, allocation of prop¬ 
erty to the State Agency may be sus¬ 
pended until the nonconformance is 
corrected to the satisfaction of the De¬ 
partment. 

814.14 Amendments. The Depart¬ 
ment reserves the right at any time to 
modify or amend this part. Uixm 
issuance of amendments to this part re¬ 
quiring State Agencies to modify their 
operations, reasonable opportunity will 
be afforded the State Agencies to con¬ 
form their operations to such amended 
standards. 

Dated: October 26, 1956. 

(seal] m. B. Folsom. 

Secretary. 

I concur in the foregoing regulation. 

Doted: October 31. 1956. 

Val PrrzxsoN, 

Administrator of Federal Civil Defense. 

|P. R. Doc, 66-8932: Piled. Nov. 1. 
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PROPOSED RULE MAKING 


DEPAKTMENT OF THE TREASURY 

Internal Revenue Service 

( 26 CFR (1954) Part 1 1 

IwcoMz Tax: Taxable Years Beginkino 
Aftee Dscembee. 31,1953 

SALES AND EXCHANGE OP COAL, TIMBEB AND 
GAS oa on. PIOPERTIES 

Notice Is hereby given, pursuant to the 
Administrative Pirocedure Act, approved 
June 11, 1946. tliat the regulations set 
forth In tentative form below are pro¬ 
posed to be prescribed by the Commis¬ 
sioner of Internal Revenue, with the 


approval of the Secretary of the Treas¬ 
ury. Prior to the final adoption of such 
regulations, consideration will be given to 
any data, views, or arguments pertaining 
thereto which arc submitted in writing. 
In duplicate, to the Commissioner of In¬ 
ternal Revenue. Attention: T:P, Wash¬ 
ington 25, D. Cm within the period of 
thirty days from the date of publicaUon 
of this notice in the Federal Register. 
The proposed regulations are to be issued 
under the authority contained in section 
7805 of the Internal Revenue Code of 
1954 (68A Stat. 917; 26 U. 8. C. 7805). 

Russell C. Harrington, 
Commissioner of Internal Revenue. 


The following regulations ^ore hereby 
prescribed under sections 27*2, 631, and 
632 of chapter 1 of the Internal Revemie 
Code of 1954, and are applicable to tax¬ 
able years beginning after December 31. 
1953, and ending after August 16. 

Sec. 

1.272 Statutory provUioni; disposal « 
coal. A 

1,372-1 Expendlturea relating to dlapoasl « 
cool. 

OALia AND SXCHAKClca 

1.631 Statutory provlalooe; gain or loaf lo 
the coae of timber or cool. 

1.631-1 Election to consider cutting a* 
or exchange. 
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lj031>a a»in or lOM upon the dlepoeal of 
Umber under cutting eon tracts 
1 j 631-4 Gain or loee upon the dlepoeal of 
coal with a retained economlo 
Interest. 

1483 Statutory prorUlons; sale of oil or 
gas properties. 

Surtax on sale of on or gas prop¬ 
erties. 

11.272 Statutory provlstom; diapoaal 
o/eool. 

8ar. 273. iHapoaal of coal. Where the dls- 
paal of coal Is covered by section 631. no 
deCoctton shall be allowed for expenditures 
tttrtlmtable to the making and administering 
cf the contract under which such disposition 
occurs and to the preservaUon of the eco¬ 
nomic Interest retained under such contract* 
sicept that if in any taxable year such ex- 
pfDditursa pltis the adjusted depletion basis 
of the coal disposed of In such taxable year 
exceed the amount realized under such oon- 
trsct. such excees, to the extent not availed 
of u a reduction of gain under section 1231. 
ihsU be a loss deductible under section 165 
(s). This section shall not apply to any 
taxabls year during which there Is no Income 
under the contract. 

i 1.272-1 Expenditures relating to 
iitposal of coal — ia) Introduction. Sec¬ 
tion 272 provides special treatment for 
certain expenditures paid or Incurred by 
i taxpayer in connection with a contract 
(hertafter sometimes referred to as a 
“eoel royalty contract'*) for the disposal 
cf coal the gain or loss from which is 
treated under section 631 (c) as a section 
1231 gain or loss on the sale of coal. The 
expenditures covered by section 272 are 
those which are attributable to the mak¬ 
ing and administering of such a con¬ 
tract or to the preservation of the 
economic Interest retained imder the 
contract. For examples of such expendl- 
see paragraph Cd) of this section. 
roT a taxable year In which gross royalty 
tocome is realized under the contract of 
ohpaial, such expenditures shall not be 
wowed as a deduction. Instead, they 
w to be added to the adjusted depletion 
of the coal disposed of In such tax- 
swe year in computing gain or loss under 
*cctloo 631 (c>. However, where no 
Jfocs royalty income is realized under 
jne contract of disposal in a particular 
taxable year, such expenditures shall be 
wted without regard to section 272. 

In genera/. (1) Where the dis¬ 
mal of coal is covered by section 631 
the provisions of section 272 and this 
•^tion shall be applicable for a taxable 
in which there Is Income under the 
^uuct of disposal. iPdr purposes of 
272 and this section, the term 
Jennie'’ means gross amounts received 
accrued which are royalties or bonuses 
« wnnecUon with a contract to which 
631 (c> applies.) All expendi- 
paid or Incurred by the taxpayer 
taxable year which arc at- 
bV^ making and administer- 
^of contract disposing of the coal 
all expenditures paid or Incurred 
taxable year in order to pre- 
the owner's economic interest re- 
under the contract shall be dls- 
tieductlons in computing 
•^oJe Income for such taxable year. 

expenditures and the 
depiction b^is of the coal dis- 
of la such taxable rear shall be 


used In determining the amount of gain 
or loss with respect to the disposal. See 
11.631*3. For special rule in case of loss, 
see paragraph <c) of this section. Sec¬ 
tion 272 and this section arc not appli¬ 
cable to capital expenditures and such 
expenditures are not taken Into account 
in computing gain or loss under section 
631 (c) except to the extent they are 
properly part of the depletable basis of 
such coal. 

(2) *1116 expenditures covered under 
section 372 and this section arc dis¬ 
allowed as a deduction only with respect 
to a taxable year in which Income is 
realized under the coal royalty contract 
to which such expenditures arc attrib¬ 
utable. Where no Income is realized un¬ 
der such contract In a taxable year, these 
expenditures shall be deducted as ex- 
pemes for the production of income, as 
a business expense, or may be treated 
under section 266 (relating to taxes and 
carrying charges) if applicable. 

(3) The provisions of section 272 and 
this section apply to a taxable year In 
which Income from the dispoeal by the 
owner of cool held by him for more than 
six months is subject to the provisions 
of section 631 (c) even though the actual 
mining of coal under the coal royalty 
contract does not take place during such 
year. Where the right under the con¬ 
tract to mine coal for which advance 
payment has been made expires termi¬ 
nates. or is abandoned before such coal is 
mined, and i 1.631-3 Cc) requires the 
owner to recompute his tax with respect 
to such payment the recomputation must 
be made without applying the provisions 
of section 272 and this section. 

(c) Losses. If. in any taxable year, the 
expenditures referred to in section 272 
and this section plus the adjusted deple¬ 
tion basis under section 612 of the coal 
disposed of during the taxable year ex¬ 
ceed the amount realized under the con¬ 
tract during the taxable year, such ex¬ 
cess shall be considered under section 
1231 as a loss from the sale of property 
used in the trade or business and. to the 
extent not availed of as a reduction of 
gain under that section, shall be a loss 
deductible under section 165 (a) (relat¬ 
ing to the d(?ductlon of losses generally). 

(d) Examples 0 / expenditures. (1) The 
expenditures referred to in section 272 
include, but are not limited to. the follow¬ 
ing items attributable to the contract or 
property covered by the contract: ad va¬ 
lorem taxes impo^ by State or local 
authorities, costs of Are protection, costs 
of insurance (other than liability Insur¬ 
ance). costs incurred in administering 
the contract (including costs of book¬ 
keeping and technical supervision). In¬ 
terest on loans, expenses of flood control, 
legal and technical expenses, and ex¬ 
penses of measuring and checking quan¬ 
tities of coal disposed of under the 
contract. 

(2) Any expenditure referred to In this 
section which is applicable to more than 
one coal royalty contract shall be reason¬ 
ably apportioned to each such contract. 
Furthermore. If an expenditure applies 
only in part to the making or administer¬ 
ing of the contract or the preservation of 
the economic interest, then only such 
part shall be treated under section 272. 


The apportionment of the expenditure 
shall be made on a reasonable basis. For 
example, where a taxpayer has other in¬ 
come (such as Income from oil or gas 
royalties, rentals, right of way fees, in¬ 
terest, or dividends) as well as income 
under section 631 (c). and where the 
salaries of some of Its employees or other 
expenses relate to both classes of income, 
such expenses shall be allocated reason¬ 
ably between the income subject to sec¬ 
tion 631 (c) and the other income. 
Where a taxxiayer has more than one coal 
rojralty contract, expenditures under this 
section relating to a contract from wTI^ch 
no Income has been received in the tax¬ 
able year may not be aUocated to income 
from another contract from which In¬ 
come has been received In the taxable 
year. 

(3) The taxpayer may have expenses 
which are not attributable even partly to 
making and admintsterlng a coal royalty 
contract or to the preservation of the 
economic interest retained under the 
contract and. accordingly, are not In¬ 
cluded in the expenditures described In 
section 272. These Include such items as 
ad valorem taxes imposed by State or lo¬ 
cal authorities on property not covered 
by the contract, salaries, wages, or other 
expenses entirely incident to the owmer. 
ship and protection of such property and 
depreciation of improvements thereon. 
Are Insurance on such property, charita¬ 
ble contributions, and similar expenses 
imrelated to the making or to the ad¬ 
ministering of coal royalty contracts or 
preserving the taxpayer’s economic In¬ 
terest retained therein. 

SALKS AKO EXCHANGES 

11.631 statutory provisions: gain or 
Joss in the case of timber or coal. 

Bec. 631. Gain or loss in the esse of timber 
or coal—(A) Election to consider cutting as 
sale or exchange. If the taxpayer ao elects on 
hie return for a taxable year, the cutting of 
timber (for aale or for use In the taxpayer’s 
trade or bualncia) during auch year by the 
taxpayer who owna. or haa a contract right 
to cut, auch timber (providing he haa owned 
such timber or haa held auch contract right 
for a period of more than 6 months before 
the be^nning of auch year) ahaU be consid¬ 
ered aa a tale or exchange of auch Umber cut 
during auch year. If auch elccUon haa been 
mode, gain or kma to the taxpayer shall be 
recognljsed In on amount equal to the dif¬ 
ference between the fair market value of 
auch Umber, and the adjusted baela for de¬ 
pletion of auch timber In the hands of the 
taxpayer. 8uch fair market value shall be 
the fair market value as of the Orat day of 
the taxable year In which such timber is cut, 
and shall thereafur be oonaldered oa the 
coat of auch cut timber to the taxpayer for 
all purpoaee for which auch coat la a necea- 
•ary factor. If a taxpayer makes on election 
under this tubeectlon. auch election shall 
apply with reaped to all Umber which la 
owned by the taxpayer or which the tax¬ 
payer baa a contract right to cut and shall be 
binding on the taxpayer for the taxable year 
for which the election la made and for all 
aubecquent years, unless the Secretary or 
hit delegate, on showing of undue hardship, 
permits the taxpayer to revoke his election: 
such revocaUon. however. shaU preclude any 
further elections under this subsection ex¬ 
cept wltb the consent of the Secretary or his 
delegate. For ptirpoaes of this subsecUon 
and subsecUon (b), tbe term ''Umber’* In¬ 
cludes evergreen trees which are more than 
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6 ytm old at the time severed from the 
roots and are sold for ornamental purposes. 

(b) Disposal of timber ipUft a retained 
eeonomie intereMt, In the case of the disposal 
of Umber held for more than 6 months before 
such disposal, by the owner thereof under any 
form or type of contract by virtue of which 
such owner retains an economic interest In 
such timber, the difference between the 
amount realised from the disposal of such 
timber and the adjusted depleUon basis 
thereof, shall be considered as though It were 
a gain or loss, as the case may be, on the 
tale of such timber. In determining the 
grou Income, the adjusted gross Income, or 
the taxoble Income of the lessee, the dcduc* 
lions allowable with respect to renu and 
royMUee shall be determined without regard 
to the provisions of this subsection. The date 
of disposal of such timber shall be deemed 
to be the date such timber la cut, but If pay¬ 
ment Is made to the owner under the con- 
Uact before such timber is cut the owner 
may elect to treat the date of such payment 
as the date of disposal of such Umber. For 
purposes of this subsection, the term ‘'owner'* 
means any person who owns an interest In 
such timber. Including a sublessor and a 
holder of a contract to cut timber. 

(c) Dirpotal of cool with a retained eco* 
nomlc intereat. In the case of the disposal 
of coal ^Including lignite), held for more 
than 0 months before such disposal, by the 
owner thereof under any form of contract by 
virtue of which such owner retains an eco¬ 
nomic Interest In such coal, the difference 
between the amount realised from the dis¬ 
posal of such coal and the adjusted depletion 
basis thereof plus the deductions dlsallo«*od 
for the taxable year under section 272 shall be 
considered as though It were a gain or loss, 
as the case may be. on the sale of such coal, 
6uch owner shall not be enUtled to the allow¬ 
ance for percentage depletion provided In 
section 013 with respect to such coat This 
subeectton shall not apply to Income realized 
by any owner as a co-adventurer, partner, or 
principal In the mining of such eo^, and the 
word "owner" means any person who owns 
an economic interest In coal In place. Includ¬ 
ing a sublessor. The date of dUpoaal of such 
coal shall be deemed to be the date such 
coal Is mined. In determining the gross In¬ 
come, the adjusted gross Income, or the tax¬ 
able Income of the lessee, the deducUons 
allowable with respect to rents and royalUes 
shall be determined without regard to the 
provisions of this nubeectlon. This subaec- 
tlon shall have no application, for purposes of 
applying subchapter O. relaUng to corpora¬ 
tions used to avoid Income tax on share¬ 
holders (including the determinations of the 
amount of the deductions under section 635 
(b) (6) or section 545 <b) (6)). 

{ 1.631-1 Election to consider cutting 
as sale or exchange^(a) Effect of elec^ 
tion, (1) Section 631 <a) provides an 
election to certain taxpayers to treat the 
difference between the actual cost or 
other basis of certain timber cut during 
the taxable year and Its fair market value 
as standing timber on the first day of 
such year as gain or loss from a sale or 
exchange under section 1231. There¬ 
after. any subsequent gain or loss shall 
be determined in accordance with para¬ 
graph (e) of this section, 

(2) For the purposes of section 631 Ca) 
and this section, timber shall be consid¬ 
ered cut at the time when in the ordinary 
course of business the quantity of timber 
felled is first definitely determined. 

(3) The election may be made with 
respect to any taxable year even though 
such election was not made with respect 
to a previous taxable year. If an elec¬ 
tion has been made under the provisions 
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of section 631 (a), or corresponding pro¬ 
visions of prior Internal revenue laws, 
such election shall be binding upon the 
taxpayer not only for the taxable year 
for which the election is made but also 
for all subsequent taxable years, unless 
the Co mm issioner on showing by the tax¬ 
payer of undue hardship permits the 
taxpayer to revoke his election for such 
sulKiequent taxable years. If the taxpay¬ 
er has revoked a previous election, such 
revocation shall preclude any further 
elections unless the taxpayer obtains Uio 
consent of the Commissioner. 

(4) Such election shall apply with re¬ 
spect to all timber which the taxpayer 
has owned, or has had a contract right to 
cut. for a period of more than six months 
prior to the beginning of the taxable year 
in which such timber is cut for sale or for 
use in the taxpayer's trade or business, 
ln*cspective of whether such timber or 
contract right was acquired before or 
after the election. However, timber 
which is not cut for sale or for use in 
the taxpayer's trade or business (for 
example, firewood cut for the taxpayer's 
own household consumption) shall not be 
considered to have been sold or ex¬ 
changed upon the cutting thereof. 

(b) Who may make election, (1) A 
taxpayer who has owned, or has held a 
contract right to cut, timber for a period 
of more than six months before the be¬ 
ginning of the taxable year may elect 
under section 631 (a) to consider the 
cutting of such timber during such year 
for sale or for use in the taxpayer's trade 
or business as a sale or exchange of the 
Umber so cut. In order to have a "con¬ 
tract right to cut timber" wltliln the 
meaning of this section and section 631 
(a) a taxpayer must have a right under 
the contract to sell or to use the cut 
timber in his trade or business, 

(2) For purposes of section 631 (a) 
and this section, the term "Umber" in¬ 
cludes evergreen trees which are more 
than six years old at the Umo sever^ 
from their roots and are sold for orna¬ 
mental purposes, such as Christmas dec- 
oraUons. Section 631 (a) is not 
applicable to evergreen trees which are 
sold in a live state, whether or not for 
ornamental purposes. Tops and other 
parts of standing timber are not consid¬ 
ered as evergreen trees within the mean¬ 
ing of section 631 (a). The term 
"evergreen trees'* is used in iU commonly 
accepted 8en.se and includes pine, spruce, 
fir, hemlock, cedar, and other coniferous 
trees. 

(c) Manner of making election. The 
elecUon under section 631 (a) must be 
made by the taxpayer in his income tax 
return for the taxable year for which the 
election is applicable, and such return 
must be filed not later than the time pre¬ 
scribed by law for filing such return (in¬ 
cluding extensions thereof). The elec¬ 
Uon in such return shall Uke the form 
of a computaUon under the provisions of 
section 631 (a) and section 1231. 

<d> Computation of gain or loss under 
the election. (1) If the cutting of timber 
is considered as a sale or exchange pur¬ 
suant to an election made under secUon 
631 (a), gain or loss shall be recognized 
to the taxpayer in on amount equal to 
the difference between the adjusted basis 


for depletion In the hands of the taxpayer 
of the timber which has been cut durlnf 
the taxable year and the fair market 
value of such Umber as of the first day 
of the taxable year in which such timber 
Is cut. The adjusted basis for depliaioa 
of the cut Umber shall be based upon the 
number of units of Umber cut durinn the 
taxable year which are considered to be 
sold or exchanged and upon the depletion 
unit of the timber in the timber account 
or accounts pertaining to the Umber cut^ 
and shall be computed in the same man¬ 
ner as is provided in section 611 and the 
regulaUons thereunder with respect to 
the computaUon of the allowance for 
depleUon. 

(2) The fair market value of the 
timber as of the first day of the taxable 
year in which such Umber is cut shall be 
determined, subject to approval or re¬ 
vision by the district director upon ex¬ 
amination of the taxpayer's return, by 
the taxpayer In the light of the modi 
reliable and accurate Information avail¬ 
able with reference to the condition of 
the property as it existed at that date, 
regardless of all subsequent change!, 
such as changes In surrounding circum¬ 
stances, methods of exploitation, degree 
of utUizaUon, etc. The value sought will 
be the selling price, assuming a transfer 
between a wilting seller and a wUlinf 
buyer as of that particular day. Due con¬ 
sideration will be given to the factors 
and the principles involved In the de¬ 
termination of the fair market value of 
timber as described in the regulations 
under secUon 611. 

(3) The fair market value as of the 
beginning of the taxable year of the 
standing timber cut during Uie year shall 
be considered to be the cost of such 
Umber, in lieu of the actual cost or other 
basis of such Umber, for all purposes for 
which such cost is a necessary factor. 
Sec paragraph (e) of Uiis sectiom 

<4) For any taxable year for which 
the cutting of timber is considered to be 
a sale or exchange of such timber under 
secUon 631 <a), the Umber so cut shall 
be considered as properly used in the 
trade or business for the purposes of sec¬ 
Uon 1231 along with other property of 
the taxpayer used in the trade or busi¬ 
ness as defined in secUon 1231 <b). 
Whether the gain or loss considered to 
have resulted from the cutting of the 
timber will be considered to be gain or 
loss resulting from the sale or exchange 
of capita] assets held for more than six 
months depends upon the application 
of section 1231 to the taxpayer for the 
taxable year. See secUon 1231 and the 
regulaUons thereunder. 

(e> Computation of subsequent gain 
or loss, (1) In case the products of thf 
Umber ore sold after cutting, cltber in 
the form of logs or lumber or in the form 
of manufactured products, the inccmc 
from such actual sales shall be con¬ 
sidered ordinary Income. When th® 
election under section 631 (a) i6 tn 
effect, the cost of standing Umber 
during the taxable year is determined 
as if the taxpayer had purchased suen 
timber on the first day of the taxahlc 
year. Thus, in determining the co«t oi 
the products so sold, the cost of we 
timber shall be the fair market talne 
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on the first day of the taxable year 
m which the standing timber was cut» 
in lieu of the actual cost or other basis of 
luch Umber. 

(2i This is also the rule In case the 
producu of tho.timber cut during one 
taxable year, with respect to which an 
^ecUon has been made under section 
e31 (a), are sold during a subsequent 
taxable year, whether or not the election 
provided in section 631 (a) U applicable 
with respect to such subsequent year, 
'll the products of the timber cut during a 
taxable year with respect to which an 
election under section 631 (a) was made 
were not sold during such year and are 
included in inventory at the close of such 
year, the fair market value as of the 
beginning of the year of the timber cut 
dvlng the year shall be used In lieu of 
the actual cost of such Umber In com¬ 
puting the closUig Inventory for such 
jtar and the op^ng inventory for the 
•uccecdlng year. With respect to the 
costs applicable In the dctennlnatlon of 
the amount of such Inventories, there 
iball be included the fair market value 
of the timber cut, the costs of cutting, 
logging, and all other expenses Incident 
to the cost of converting the standing 
Umber into the products In Inventory. 
See section 471 and the regulations 
thereunder. The fact that the fair mar¬ 
ket value as of the first day of the tax¬ 
able year In which the timber Is cut is 
deemed to be the cost of such timber 
iball not preclude the taxpayer from 
oompuiing Its inventories upon the basis 
of cost or market, whichever Is lower, 
IT such Is the method used by the tax¬ 
payer. Nor shall It preclude the tax- 
pa)'er from oompuUng Its Inventories 
nnder the last-ln-first-out Inventory 
method provided by secUon 473 If such 
section Is applicable to, and has been 
elected by, the taxpayer. 

11.631-3 Gain or loss upon the dis- 
po$al of timber under cutttno contract^ 
<a) In general (1) If an owner dis¬ 
poses of timber held for more than six 
months before such disposal imder any 
from or type of contract whereby he re- 
an economic Interest in such tim- 
w, the disposal shall be considered to 
oe a sale of such timber. The difference 
octween the amounts realized from dis¬ 
posal of such timber In any taxable year 
the adjusted basis for depletion 
wwf shall be considered to be a gain 
w TO upon the sale of such Umber for 
year. Such adjusted basis shall be 
wsm^ted in the same manner as pro- 
in section 611 and the regulations 
TOr^dcr with respect to the allowance 
‘fPlciIon. See paragraph (c) (2) 
« section for definition of **owner**. 

In the case of such a disposal, the 
jwuiont of secUon 1231 apply and such 
wber shall be considered to be prop- 
used In the trade or business for 
w taxable year in which it Is consld- 
stiong with other 
'ijwty of the taxpayer used In the 
or business as defined In secUon 

of date of disposal 
purposes of secUon 631 (b) and 
‘ua secUon, the date of disposal of Um¬ 


ber Shan be deemed to be the date such 
timber is cut. However, if payment is 
made to the owner under the contract 
for Umber before such timber Is cut the 
ow'ner may elect to treat the date of pay¬ 
ment as the date of disposal of such tim¬ 
ber. 8uch elecUon shall be effective 
only for purposes of determining the 
holding period of such Umber. Neither 
secUon 631 (b) nor the election there¬ 
under has any effect on the time of re¬ 
porting gain or loss. 6ee subchapter E 
and the regulations thereunder. Sec 
paragraph (c) (2) of this section for the 
effect of exercising the election with re¬ 
spect to the payment for Umber held 
for six months or less. See paragraph 
(d) of this secUon for the treatment of 
pa 3 qnents received In advance of cutUng. 

(2) For purposes of section 631 (b) 
and this secUon, the "date such Umber 
is cut" means the date when in the 
ordinary course of bxisiness the quantity 
of timber felled is first definitely deter¬ 
mined. 

(c) Manner and effect of election to 
treat date of pagment as the date of dis^ 
petal (1) The election to treat the date 
of payment os the date of disposal of 
timber shall be evidenced by a state¬ 
ment attached to the taxpayer's Income 
tax return filed on or before the due date 
(including extensions Uiereof) for the 
taxable year In which the payment is 
received. The statement shall specify 
the advance i^yments which are subject 
to the elecUon and shall Identify the 
contract under which the payments are 
made. However, In no case shall the 
time for making the elecUon under sec¬ 
tion 631 <b) expire before the close of 
the 00th day after the regulaUons 
adopted under section 631 are published 
in the Fcokxal Rsgistcb. 

(2) Where the election to treat the 
date of payment as the date of disposal 
is made with respect to a payment made 
in advance of cutting, and such payment 
Is made tlx months or less from the date 
the Umber disposed of was acquired, sec¬ 
Uon 631 <b) shall not apply to such pay¬ 
ment, IrrespecUve of the date such Um¬ 
ber Is cut, since the timber was not held 
for more than six months prior to dis- 
posaL 

(d) Payments received in advance of 
cutting, (1) Where the conditions of 
paragraph (a) of this sccUon are met, 
amounts received or accrued prior to 
cutUng shall be treated under sccUon 
631 (b> as realized from the sale of tim¬ 


ber If the contract of disposal provides 
that such amounts are to be applied os 
payment for timber subsequently cut 
Such amoimts will be so treated Irrespec¬ 
tive of whether or not an elecUon has 
been naide under paragraph (c) of this 
secUon to treat the date of pament as 
the date of disposal. For example, if no 
elecUon has been made under paragraph 
(c), amounts received or accrued prior 
to cutting will be treated as realized from 
the sale of Umber, provided the timber 
paid for is cut more than six months 
after the date of acquisition of such 
timber. Advance royalty payments or 
minimum royalty payments received or 
accrued by an owner of Umber may 
qualify under this secUon where the con¬ 
tract of disposal grants the lessee the 
right to apply such royalties In payment 
of timber cut at a later lime. 

(2) However, If Uic right to cut Umber 
imder the contract expires, terminates, 
or is abandoned before the Umber which 
has been paid for is cut, the taxpayer 
shall treat payments attributable to the 
uncut Umber as ordinary Income and not 
os received from the sole of timber un¬ 
der secUon 631 (b>. Accordingly, the 
taxpayer shall recompute his tax liabil¬ 
ity for the taxable year in which such 
payments were received or accrued. The 
recomputaUon shall be made in the foxm 
of on amended return where necessary. 

(3) (1) Bonuses received or accrued 
by an owner in connecUon with the grant 
of a contract of disposal shall be treated 
under section 631 (b) as amounts real¬ 
ized from the sale of timber to the extent 
attributable to timber held for more than 
six months. 

(ID The adjusted dcpleUon basis at¬ 
tributable to the bonus sliall be deter¬ 
mined under the provisions of the regu¬ 
laUons under secUon 612. This subdivi¬ 
sion may be illustrated as follows: 

example. Taxpayer A has held timber 
having a depletion baala ol 600.000 for two 
months when he enters Into a contract of 
disposal with B. B pays A a bonus of 66.000 
upon the exeouUon of the contract and 
agrees to pay X dollars per unit of Umber 
to A as the Umber is cut, A does not exer¬ 
cise the election to treat the date of pay¬ 
ment as the date of disposal. It Is estimated 
that there are 60.000 units of timber subject 
to the contract and that the total estimated 
royalUes to be paid to A will be 666.000. A 
must report the bonus in the taxable year it 
Is received or accrued by him. The portion of 
the basis of the Umb^ attributable to the 
bonus Is determined by the followlx>g 
formula: 


Bonus 

Bonus -f- amount of expected royaiUes 


X Basis of timber sBasis attributable to bonus 


65.000 

6100.000 


X 690.000=64.500 


(ill) To the extent attributable to Umber not held for more than six months, such 
bonuses shall be treated as ordinary income subject to depleUon. In order to de¬ 
termine the amount of the bonus allocable to Umber not held for more than six 
months, the bonus shall be apporUoned ratably over the estimated number of units 
of Umber covered by the contract of disposal. This subdivision may be Ulustrated 
as follows: 

Example, Aasums undtr the facts stated la the example In subdivision (11) of this sub¬ 
paragraph that B cuts lO/XK) units of timber that have been held by A for six months or leee. 
The amoimt of the bonus (as weU as the royalties) attrlbuuble to these unlu must be re- 
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ported Aft ordinary Income subject to depletion. The amount oX the bonus attributable to 
these units Is determined by the following Xormula: 


Number of units cut held for alx 
months or losa 

uiiiu cowr^ by t h. contrwt ^^°“°* **, »*“■ 

^ nary income subject to depletion, 

10,000 

'80.000 

The amount of the depletion attributable to the porUon of the bonus received for timber 
held for six months or less la determined by the following formula: 

Amount of bonus attribu¬ 
table to timber held for 
six months or less 

*-Tout boiiu*-XAdjUBUdbjut, for depleuon of bonu»=Depletion allowance on 

timber held for alx 
months or less. 


$1,000 

*$5,000 


X $4,600 =:$p00 


The amount of the bonus attributable to 
timber held for more than alx months, and 
which Is treated under section 031 (b) as 
realized from the sale of timber would be 
$4,000. The gain on such amount is $400 
1H,000-$3.000). 

(iv) If the right to cut timber under 
the contract of disposal expires, termi¬ 
nates, or is abandoned before any timber 
is cut* the taxpayer shall treat the bonus 
received under such contract as ordinary 
Income, not subject to depletion. Ac* 
cordlngly, the taxpayer shall recompute 
his tax liability for the taxable year in 
which such bonus was received. The 
recomputation shall be made in the form 
of an amended return where necessary. 

«e) Other ruies for application o/'sec- 
tfon. (1) Amounts paid by the lessee 
for timber or the acquisition of timber 
cutting rights, whether designated as 
such or as a rental, royalty, or bonus, 
shall be treated as the cost of timber and 
constitute part of the lessee's deplctable 
basis of the timber, irrespective of the 
treatment accorded such payments in 
the hands of the lessor. 

<2) The provisions of section 631 (b) 
apply only to an owner of Umber. An 
owner of timber means any person who 
owns an interest in timber, including a 
sublessor and a holder of a contract to 
cut Umber, The interest required to be 
owned must include the right to cut Um¬ 
ber for sale or for use. 

(3) For purposes of section 631 (b> 
and this section, the term *^tlmb€r'’ in¬ 
cludes evergreen trees which are more 
than 6 years old at the time severed from 
their roots and are sold for ornamental 
purposes such as Christmas decorations. 
Tops and other parts of standing timber 
are not considered as evergreen trees 
within the meaning of sccUon 631 (b). 
The term "evergreen trees'* is used in its 
commonly accepted sense and includes 
pine, spruce, fir. hemlock, cedar, and 
other coniferous trees. 

I 1.631-3 Gain or loss upon the dis* 
posal of coal with a retained economic 
Intcrcit—(a) In general, (1) The pro¬ 
visions of section 631 (c) apply to an 
owner who disposes of coal (including 
lignite) held for more than 6 months 
before such disposal under any foi*m or 
type of contract w’hereby he retains an 
economic interest in such coal. The 
difference between the amount realized 
from disposal of such coal in any taxable 
year, and the adjusted depletion basis 


thereof plus the deductions dlsaUowed 
for the taxable year under sccUon 272, 
shall be gain or loss upon the sale of such 
coal. See paragraph (b) (4) of this sec¬ 
tion for deffnition of ‘'owner". 

(2) In the case of such a disposal, such 
coal shall be property used in the trade 
or business, within the meaning of sec¬ 
tion 1231 (b), for the taxable year In 
which it is considered to have been sold. 
Whether gain or loss resulting from the 
disposal of the coal is long-term capital 
gain or ordinary loss depends upon the 
application of section 1231. 

(b> Rules for application of section. 
(1) For purposes of section 631 (c) and 
this section, the date of disposal of such 
coal shall be deemed to be the date the 
coal is mined. If the coal has been held 
for more than 6 months on tlie date it 
is mined, it Is immaterial that it had not 
been held for more than 6 months on 
the date of the contract. There shall 
be no allowance for percentage depletion 
provided in sccUon 613 with respect to 
amounts which are considered to be 
realized from the sale of coal under s(^c- 
Uon 631 (c). 

(2) The term ^'adjusted depiction 
basis" as used in section 631 (c) and in 
this section means the basis for allowance 
of cost depletion provided in section 612 
and the reguiaUons thereunder, such 
"adjusted depletion basis" shall Include 
exploration or development expenditures 
treated as deferred expenses under sec- 
Uon 615 (b) or 616 (b), or corresponding 
provisions of prior income tax laws, and 
be reduced by adjustments under secUon 
1016 (a) (9) and (10) relating to deduc¬ 
tions of deferred expenses for exploration, 
or development expenditures in the tax¬ 
able year or any prior taxable years. The 
depleUon unit of the coal disposed of 
shall be determined under the rules pro¬ 
vided in the reguiaUons under sccUon 611 
relaUng to cost dcpleUon. 

(3) (1) In determining the gross in¬ 
come. the adjusted gross income, or the 
taxable income of the lessee, the deduc¬ 
tions allowable with respect to rents and 
royalties (except rents and royalties paid 
by a lessee with respect to coal disposed 
of by the lessee as an "owner" under sec¬ 
tion 631 (c)) shall be determined without 
regard to the provisions of secUon 631 
<c). Thus, the amounts of rents and roy¬ 
alties paid or Incurred by a li^ssee with 
respect to cool shall be excluded from the 
lessee's gross Income from the property 


for the purpose of determining his per¬ 
centage depletion without regard to the 
treatment of such rents or royalties in 
the hands of the recipient under thb sec¬ 
Uon. See section 613 and the regulu cions 
thereunder. 

(11) However, a lesm who is also a 
sublessor may dispose of coal as an 
"owner" under section 631 (c). Rentt 
and royalUes paid with respect to coal 
disposed of by such a lessee under secUon 
631 <c) shall Increase the adjusted deple¬ 
tion basis of the coal and are not olher«« 
wise deductible. For example. B U a sub¬ 
lessor of a coal lease: A Is the lessor: and 
C is the sublessee. B pays A a royalty (rf 
60 cents per ton. C pays B a royalty of 
60 cents per ton. The amount realised 
by B imder section 631 (c) is 60 cenu per 
ton and will be reduccxl by the adjusted 
depiction basis of 50 cent per ton. leaving 
a gain of 10 cents per ton taxable under 
secUon 631 (c>. 

(4> (1) The provisions of this section 
apply only to an owner who has disposed 
of coal and retained an economic interest 
For the purposes of sccUon 631 (c) and 
this secUon. the word "owner" means any 
person who owns an economic interest In 
coal in place. Including a sublessor there¬ 
of. A person who merely acquires an 
economic interest, such as a royalty in* 
terest, in return for contributing toward 
the development of a mine, or one who 
acquires such an interest in return for a 
sum of money paid to the owner of an 
operaUng Interest, docs not qualify under 
secUon 631 (c> since he has not disposed 
of coal under a contract retaining an 
economic interest A successor to the in¬ 
terest of a person who has disposed of 
coal under a contract by virtue of which 
he retained an economic interest in such 
coal is also enUtled to the benefits of this 
section. Such secUons shall not apply 
with respect to any income realized by 
any owner as coadventurer, partner, or 
principal in the mining of such coaL 

(li) The provisions of this subpara¬ 
graph may be illustrated by the foUowlng 
examples: 

Etcmplc (/). A has owned a seam cf cosi 
more than six months, A leasei to B iba 
right to mine all the cool In return for s 
royalty of 30 cents per ton. More than itt 
months after the date of the above leva 
B subleases to C who agrees to pay A tb* 
80 cenu per ton and to pay to B an addi¬ 
tional royalty of 10 cenu per ton. Both 
A and B shall treat their royalUcs undn 
section 031 (c). 

Example (1). Assume the same fsets s* 
In example (1) except that A dies leavlnf 
his royalty InUrest to D. D has an tco- 
nomlc Interest In the coal In place and 
qualifles for aecUon 631 (c) treatment vitb 
respect to his share of the poyalllei 
he is a successor in title to A. 

Example (J), Assume the same facts tJ 
In example (l) except that E agreei to tMX\ 
nish C equipment for the devtlopme®^ « 
the mine in return for 10 cenu per ton on 
the coal mined by C. B has an econonde 
Interest since ho must look solely to 
extraction of the coal for the return « 
his investment. However, E has not made 
a disposal of coal under a contract wherein 
he retains an eoonoinlo Interest, and. 
fore, does not qualify under aecUoti $3* 
( 0 ). B U entitled to depletion on 1^ 
royalUea. 

(c) Payments received in advance at 
mining, (1) Where Uie condition* » 
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puigTAph Ca) of this section are met, 
amounts received prior to m i n ing shall 
be treated under section 631 <c> as re« 
ceited from the sale of coal if the con¬ 
tract of disposal provides that such 
laiounL^ are to be applied as payment 
for cooi subscQUcntly mined. For ex¬ 
ample, advance royalty payments or 
mtolmum royalty payments received by 
»a owner of coal qualify under such 
lecUon where the contract of disposal 
gianU the lessee the right to apply such 
royalUes in payment of coal mined at 
s hter time. Thus, if A acquires coal 
thhu on January 1. and on Janiiary 30 
ifiters into a contract of disposal pro- 
fldlng that mining shall begin July 3, 
and mining actually begins no earlier, 
any sdvaxice payments which A receives 
qualify under section 631 (c). 

(2) However, if the right to mine coal 
under the contract expires, terminates. 
Of Is abandoned before the coal which 
has been paid for is mined, the tax¬ 
payer shall treat payments attributable 
to the umnlned coal as ordinary income 
axul zK>t as received from the sale of 
coal under section 631 (c). Accordingly, 
the taxpayer shall recompute his tax 
liability for the taxable year in which 
wch payments were received. The re- 
eompuUtion shall be made in the form 
of an emended return where necessary. 

13) Bonuses received or accrued ^ 
an owner in connection with the grant 
of a contract of disposal shall be treated 
tmeUrr section 631 (c) as received from 
the .sale of coal to the extent attribut- 
ible to coal held for more than six 
menthi. The rules contained In ( 1,631- 
2 Id) relating to bonuses in the case of 
contracts for the disposal of timber shall 
he equally applicable in the case of 
honuses recciv^ for the grant of a con¬ 
tract of disposal of coal under this 
«cUon. 

Id) /^on^apptication of section, 8ec- 
tfan 631 <c) and this section shall not 
o«cct the application of the provisioixs 
of tobchapter O. relating to corporations 
^ to avoid Income tax on shareholders. 
^ the regulations under sections 535 
ih> (6) and 545 ib) (4». 

IL632 Statutory protrfsfons; sale of 
ou or gas properties. 

Sale of oil or ga$ properttee. In 
w cue ox a bona Ode sale of any oU or gas 
j^Wy. or any interest therein, where the 
valtie of the prbperty has been 
■•^Datrated by prospecting or exploration 
rjJ“®ovtry work done by the taxpayer, the 
of Uie surtax imposed by section 1 
^^Jhbiable to such sale ahail not exceed 30 
the lelUng price of such property 


n.632-l Surtax on sale of oil or gai 
(a) If the taxpayer, by pros- 
and locating claims or bs 
**Plortng or discovering undevelopec! 
JJhns has demonstrated the principal 
®f oil or gas property, which prioi 
1 ?^ efforts had a relatively minor value 
•^ portion of the surtax imposed bj 
I (Bee section 1 <c)) attributable 
^ s iwc of such property, or of any inter- 
taxpayer therein, shall not 
30 percent of the selling price oi 
Pmperty or such interest. Sharei 
■wk in a corporation owning oil oi 
property do not constitute an inter¬ 


est In such property. To determine the 
application of section 632 to a particular 
case, the taxpayer should first compute 
the surtax imp<^ by section 1 upon his 
entire taxable Income. Including the tax¬ 
able income from any sale of such prop¬ 
erty or Interest therein, without regard 
to section 632. The proportion of the 
surtax, so computed, indicated by the 
ratio which the taxpayer's taxable in¬ 
come from the sale of the property or 
Interest therein, computed as prescribed 
in this section, bears to his total taxable 
income Is the portion of the surtax at¬ 
tributable to such sale and. If it exceeds 
SO percent of the selling price of such 
property or interest, such portion of the 
surtax shall be reduced to that amount. 

(b) In determining the portion of the 
taxable Income attributable to the sale 
of such oil or gas property or interest 
therein, the taxpayer shall allocate to 
the gross income derived from such sale, 
and to the gross income derived from all 
other sources, the expenses, losses, and 
other deductions properly appertaining 
thereto and shall apply any general ex- 
Xienses, losses, and deductions (which 
cannot properly be otherwise allocated) 
ratably to the gross Income from all 
sources. The gross income derived from 
the sale of such oil or gas property or 
interest therein, less the deduction prop¬ 
erly appertaining thereto and less its 
proportion of any general deductions, 
shall be the taxable income attributable 
to such sale. The taxpayer shall submit 
With his return a statement fully ex¬ 
plaining the manner in which such 
expenses, losses, and deductions are 
allocated or appor^oned. 

IF. R. Doc. 56-6037: FUed. Kov. 2. 1056; 
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HATURAL RESOtJlCXS 

Notice is hereby given that, pursuant 
to the Administrative Procedure Act. ap¬ 
proved June 11.1946, the regulations set 
forth in tentative form below are pro¬ 
posed to be prescribed by the Commis¬ 
sioner of Internal Revenue, with the 
approval of the Secretary of the Treas¬ 
ury. Prior to final adoption of such reg¬ 
ulations. consideration will be. given to 
any data, views, or arguments pertaining 
thereto which are submitted In writing, 
in duplicate, to the Commissioner of 
Internal Revenue, Attention: T:P, 
Waidiington 25. D. C., within the period 
of 30 days from the date of publication 
of this notice in the Federal Rscxstxr. 
The proposed regulations are to be issued 
under the authority contained in section 
7805 of the Internal Revenue Code of 
1954 (66A SUt. 017; 26 U. 8. C. 7805). 

[seal! Russell C. Harringtov. 

Commissioner of Internal Revenue. 

In order to provide regulations under 
secUons 611. 612, 613, 614. 615, 616, and 
621 of the Internal Revenue Code of 1954, 
the following regulations ore hereby 
prescribed: 


See. 

1.611 

1.611-1 

1.611-2 


1.611-3 

1.011-4 


1.611-6 

1.612 


1.612-1 


1.612-2 

iaii-3 

1.612- 4 
1.613 

1.613- 1 

1.613- 3 

1.613- 3 

1.613- 4 
1413-6 


1.614 

1.014-1 

1.614-3 

1414-3 

1414-4 


1416 

1416-1 

1.616-3 

1415- 3 

1416- 4 
1416-5 


1.616 

1416-1 

1416-3 

1.616-3 
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Oeductlon for depletion. 

Altowance of deduction for deple¬ 
tion. 

Rules appUcable to mlnea oil and 
ROB welii, and oiOer natural dc- 
poelta. 

RuIm applicable to timber. 

Depletion oa a factor In oomputUig 
•amlngi and proffta for dividend 
purpoeae. 

Depreciation of Improvements. 

Statutory provlolona: boaU for cost 
depletion. 

Boela for oUowanoe of coet deple¬ 
tion. 

Allowable capital oddltloni In ease 
of mlnea. 

DepleUon: treatment of bonus and 
advanced royalty. 

Charges to capital and expense In 
cose of oil and roi wells. 

Statutory provUlona: percentage 
depletion. 

Percentage depletion; general rule. 

Percentage depletion ratea. 

Oroes Inoome from the property. 

Taxable Income from the property. 

Statement to be attached to return 
when depletion Is claimed on per¬ 
centage boaU. 

SUtutory provUions; definition of 
property, 

DeflnitloD of property. 

Election to aggregate separate oper¬ 
ating mineral in teres to. 

Special rulee os to aggregating non¬ 
operating mineral interests. 

Rules appUcable to booia. holding 
period and abandonment losses 
where mineral interests have been 
aggregated. 

Statutory provUlons; exploration 
expenditures. 

DiBOovery or exploration expendi¬ 
tures. 

Deduction of exploration expendi¬ 
tures in the year paid or Incurred. 

Election to defer exploration expen¬ 
ditures. 

Llmiutlon of amount deductible. 

Time for making election with re- 
apect to returna due prior to 
ninety dnya after adoption of 
regulations. 

Statutory ptroTlsions; development 
expenditures. 

Development expenditures. 

Election to defer. 

Time for moling election with re¬ 
spect to returns due prior to 
ninety days after adoption of 
regxUations. 
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1.621 Statutory provisions; payments to 
encourage exploration, develop¬ 
ment, and mining for defense 
purposes. 

1.631-1 Payments to encourage exploration, 
development, and mining for de¬ 
fense purposes. 

Natural Resources 


DEDUCTIONS 

11,611 Statutory protHslons; allcw-^ 
ance of deduction for depletion, 

8x0.611. Allotcance of dedMCiion for dcplc- 
Hon —(a) General rule. In the case of 
mines, oil and gas wells, other natural de¬ 
posits, and timber, there shaU be allowed 
os a deduction In computing taxable income 
a reasonable allowance for depletion and for 
depreciation of improvements, according to 
the peculiar conditions In each ease; such 
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rensonAbte ftllomtnce In all cnaat to b« moda 
under regulationi pretcrtbed by the Secro* 
tary or hie delegate. For purpoees of thle 
port, the term **inlnoe** Include* depoelte of 
m^ite or reeldue. the extraction of orea or 
minerale from which ie treated ae mining 
under aection 0)3 <c). In any cine in which 
It lA aecertained aa a rcault of operattone or 
of development work that the recoverable 
unite are greater or Iom than the prior tati-t 
mate thereof, then auch prior eatUnate (but 
not the baala for depletion) ahall be revlaed 
and the allowance undrr thia aection for aub* 
aequent taxable yeara ahail be baaed on auoh 
revised eatlmate. 

(b) Sj>ccial ruUts^ (1) Ic/uca. In the caae 
of a leaae. the deduction under thia aection 
ahall be equitably apportioned betawen the 
leeacir and lessee. 

(2) Life tencmt and remainderman. In 
the caae of properly held by one perion for 
life with remainder to another person, the 
deduction under thia aection ahall be com* 
puted aa if the life tenant were the abaotute 
owner of the property and ahall be allowed 
to the life tenant. 

(8) FropeHy held in trust. In the case of 
property held In truat. the deduction under 
this section ahall be apportioned tetween the 
Income beneflcloriee and the trtiatee in ac* 
oordance with the pertinent provlaiona of the 
Inatrument creating the truat. or. In the ab¬ 
sence of auch pro^ndona, on the boaia of 
the truat income allocable to each. 

(4) Froperty held hy estate. In the caae of 
an eatato, the deduction under thia aection 
ahall be apportioned between the eetate and 
the helra. legateea. and devlaes on the baala 
of the Income of the estate allocable to each. 

(c) Cross reference. For other rulea ap¬ 
plicable to depreciation of Improvementa. 
aee aection 167. 

1 1.611-1 AUovmnce of deduction for 
depletion —Ca) Depletion of mineM, oil 
and gas wells, other natural deposits, 
and frmber; in general. (1) Section 611 
provides that there shall be allowed as 
a deduction in computing taxable in¬ 
come in the case of mines, oil and gas 
wells, other natural deposits, and Umber, 
a reasonable allowance for depletion. 
In the case of standing timber, the de- 
pleUon allowance shall. be computed 
solely upon the adjusted basis of the 
property. In the case of other exhausti¬ 
ble natural resources the allowance for 
deplcUon shall be computed upon either 
the adjusted depletion basis of the prop¬ 
erty (see section 612. relating to cost 
depletion) or upon a percentage of gross 
income from the property (sec secUon 
613, relating to percentage depletion), 
whichever results in the greater allow¬ 
ance for depIcUon. In no case will de¬ 
pletion based upon discovery viUue be 
allow'cd. 

12 ) See i 1.611-5 for methods of de¬ 
preciation relating to improvements con¬ 
nected with mineral or Umber proper- 
Ues. 

(3) See paragraph (d) of this secUon 
for definiUon of terms. 

(b) Economic interest. (l> Annual 
depleUon deductions are allowed only to 
the owner of an economic interest in 
mineral deposits or standing timber. An 
economic interest is possessed in every 
case in which the taxpayer has acquired 
by investment or otherwise a capital In¬ 
terest in mineral in place or standing 
timber and secures, by an>' form or legal 
relaUonship, Income derived from the 
severance or sale of the mineral or tim¬ 
ber, to w’hich he must look for a return 
of his capital. Cut a person who has no 


capital interest In the mineral deposit or 
standing Umber does not possess an eco¬ 
nomic interest merely because through 
a contractual relation he possesses a 
mere economic or pecuniary advamage 
derived from production. Thus, an 
agreement between the owner of an 
economic Interest and another en¬ 
titling the latter to purchase or process 
the product upon prt^uction or entiUlng 
the latter to compensation for extracUon 
or cutting does not convey a depleuble 
economic interest. Further, depleUon 
deductions with respect to an economic 
Interest of a corporation are allow'ed to 
the corporaUon and not to. its share¬ 
holders. 

(2> No depletion dcducUon shall be 
allowed the owner with respect to any 
Umber or coal that such owner has dis¬ 
posed of under any form of contract by 
virtue of which he retains an economic 
interest in such timber or coal, if such 
disposal is considered a sale of Umber or 
coal under section 631 (b> or Cc>. 

cc> Special rules^(J) In general. For 
the purpose of the equitable apportion¬ 
ment of depleUon among the several 
owners of economic interests in a mineral 
deposit or standing timber, if the value of 
any mineral or timber must be ascer¬ 
tained as of any specific date for the de¬ 
termination of the basis for depletion, 
the values of such several interests 
therein may be determined separately, 
but. when determined as of the same 
date, shall together never exceed the 
value at that date of the mineral or tim¬ 
ber aa a whole. 

(2) Leases. In the case of a lease, the 
deducUon for depletion under secUon 611 
shall be equitably apporUoned between 
the lessor and lessee. In the case of a 
lease or other contract providing for the 
sharing of economic Interests In a min¬ 
eral deposit or standing Umber, such 
({eduction shall be computed by each tax¬ 
payer by reference to the adjusted basis 
of his property determined in accordance 
with sections 611 and 612, or computed in 
accoixlanee with section 613. if appli- 

. cable, and the regulaUons thereunder. 

(3) Life tenant and remainderman. 
In the case of property held by one per¬ 
son for life with remainder to another 
person, the dcducUon for depletion under 
secUon 611 shall be computed as if the 
life tenant were the absolute owner of 
the property so that he will be cmtltlcd 
to the deducUon during his life, and 
thereafter the deduction, if any, shall be 
allowed to the remainderman. 

(4) Property held in trust. If prop¬ 
erty is held in triLst. the allowable de¬ 
ducUon for depletion is to be apporUoned 
between the Income beneficiaries and the 
trustee on the basis of the trust Income 
allocable to each, unless the governing 
instrument (or local lawo requires or per¬ 
mits the trustee to maintain a reserve for 
depleUon in any amount. In the latter 
case, the deducUon is first allocated to 
the trustee to the extent that income is 
set aside for a depletion reserve, and any 
part of the deducUon in excc^ of the 
income set aside for the re.serve shall be 
apportioned between the income bene¬ 
ficiaries and the trustee on the basis of 
the trust Income (in excess of the Income 


set aside for the reserve) allocable to 
each. For example: 

(i) If under the trust Instrumeni or 
local law the Income of a trust computed 
without regard to depletion Is to b' dis- 
tributed to a named bencflclurv', the I 
beneficiary is cuiUtled to the deducitcc 
to the exclusion of the trustee. J 

(11) If under Uie trust Instrumnit or i 
local law the income of a trust is to be | 
distributed, to a named beneficiary* but I 
the trustee is directed to maintain a re- I 
serve for depletion In any amount, the I 
deduction is allowed to the truste? <ei* I 
cept to the extent that Income set asld« I 
for the reserve is less than the allowsblf | 
deduction). The same result would fol- I 
low if the trustee sets aside income for t J 
depleUon reserve pursuant to discretion- 1 
ary authority to do so In the governing I 
instnunent. 4 

No effect shall be given to any allocation 
of the depletion deduction which givei 
any beneficiary or the trustee a shore of 
such deduction greater than his pro rsU 
share of the trust income, Irrcspectht J 
of any provisions In the trust instrument, I 
except as otherwise provided in this par- I 
Bgraph when the trust Instrument or I 
local law requires or permits the trustee I 
to maintain a reserve for depletion. I 

(5) Property held by estate. In the j 
case of propieity held by an estate, the I 
deduction for depletion under section I 
611 shall be apportioned l^twecn the I 
estate and the heirs, legatees, and dc- I 
visees on the basis of income of the estate I 
which is allocable to each. I 

<d) Definitions. As used In this part, I 
and the regtilatlons thereunder, the I 
term— I 

(1) •'Properly** means (1) in the case I 

of minerals, each separate econonuc in- I 
terest acquired In each mineral deposit I 
in each separate tract or parcel of land I 
or an aggregation of such mineral inter* I 
csts permitted under secUons 614 ib) and I 
(c): and (ii> In the case of timber, sa I 
economic interest in standing Umber in I 
each tract or block representing a sepor- I 
ate timber account (see f 1.611-3 ‘d)). I 
For purposes of the preceding sentence, I 
waste or residue of prior mining Is I 
deemed to be a part of the mineral de* I 
posit from which it was extracted if the I 
extraction of ores or minerals therefnxa I 
is treated as mining under section 61S I 
(c) (3). When, in the regulations undtf I 
this part, either the word •‘minerar’ or I 
"timber** precedes the word "property'’. I 
such adjectives are used only to classily I 
the type of "property** involved ^ I 
further explanation of the term "prop- I 
erty" see section 614 and the regulations I 
thereunder. I 

(2) "Pair market value** of a property I 

is that amount which would Induce a I 
willing seller to sell and a willing buyer I 
to purchase. I 

(3) **Mineral enterprise** is the min* I 

eral deposit or deposits and improve- I 
menu. If any. used in mining or In I 

production of oil and gas. and only so i 
much of the surface of the land as » I 
necessary for purposes of mineral I 

tion. The value of the mineral enterprwo i 
is the combined t^alue of its compowa^* I 
parts. I 

<4) ''Mineral deposit’* refers to min- I 

eraJs In place in each separate tract of I 
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parcel of land. When m mineral enter- 
prifc is purchased as a unit the cost of 
any interest In the mineral deposit or 
deposits is that proportion of the total 
cost of the mineral enterprise which the 
value of the interest in the deposit or de* 
posiu bears to the value of the entire 
enterprise at the time of Its acquisition. 

<6‘ -Minerals"* Includes ores of the 
metals, coal, oil* sas« and all other na¬ 
tural metallic and nonmetallic deposits, 
except minerals derived from sea water, 
the air, or from similar inexhaustible 
sources. It includes but is not limited 
to an of the minerals and other natural 
deposiu subject to depletion based upon 
a percentage of gross Income from the 
property under section 613 and the reg- 
biaUons thereunder. 

11.611-2 Rtiles applicable to mines, 
cU md oas icells, and other natural de- 
poitti—<a) Computation of cost depic¬ 
tion of mines, oil arid pas wells, and 
other natural deposits. (1) The basis 
upon which cost depletion is to be 
•HowM In respect of any mineral prop¬ 
erty is the basts provided for in sec¬ 
tion G12 and the regulations thereunder* 
After the amount of such basis applicable 
to the mineral property has been deter¬ 
mined for the beginning of the period for 
which a deduction for depletion must 
be computedU the deduction for cost de¬ 
pletion for that period shall be computed 
by (hvlding such basis by the number of 
Qtilt6 of mineral remaining as of the 
beginning of the period (see subpara- 
impb (3) of this paragraph), and by 
multiplying the depletion unit, so de- 
tcnnlned, by the number of units of min¬ 
eral sold within the period (sec subpara- 
Paph (2) of this paragraph). In the 
wlecUon of a unit of mineral for deple¬ 
tion. preference shall be given to the 
Pfincipal or customary unit or units 
Psid for in the products sold, such as 
tons of ore, barrels of oil, or thousands 
of cubic feet of natural gas* 

it) Am used in this paragraph, the 
l^brase -number of units sold within the 
period*’— 

(1> In the case of a taxpayer reporting 
tocome on the cash receipts and dis¬ 
bursements mcUiod. includes units for 
*'Wch payments were received within 
the period although produced or sold 
Prior to the period, and excludes units 
•oW but not paid for in the period, and 

*lij In the case of a taxpayer report¬ 
ing Income on the accrual method, shall 
be determined from the taxpayer’s In¬ 
ventories kept In physical quantities and 
jonahtently with his method of Inven¬ 
tory accounting under section 471 or 
tT2. 

The phrase docs not include units with 
^®*P€ct to which depletion deductions 
Were allowed or allowable prior to the 
toxablcyear. 

it) ’The number of units of mineral 
IJ^nlng as of the beginning of the pe- 
is the number of units of mineral 
f^inlng at the end of the period to 
w recovered from the property (includ- 
units recovered but not-sold) plus 
toe ‘"number of units sold within the 
Period^ as defined In this paragraph. 

In the case of a natural gas well 
*htre the annual production is ijot me- 
Ko. 216 .-& 


FEDERAL REGISTER 

tered and Is not capable of being esti¬ 
mated with reasonable accuracy, the 
taxpayer may compute the cost depiction 
aUowance in respect of such property for 
the taxable year by muUiplj^g the ad¬ 
justed basis of the property by a frac¬ 
tion. the numerator of which is equal to 
the decline in rock presrure during the 
taxable year and the denominator of 
which Is equal to the expected total de¬ 
cline in rock pressure from the taxable 
year to the economic limit of production. 
Taxpayers computing depletion by this 
method must keep accurate records of 
periodical pressure determinations. 

(6) The apportionment of the deduc¬ 
tion among the several owners of eco¬ 
nomic Interests in the mineral deposit or 
deposits will be made as provided in 
11.611-1(0. 

(b> Depletion accounts of mineral 
property. (1) Every taxpayer claiming 
and making a deduction for depletion of 
mineral property shall keep a separate 
account In which shall be accurately 
recorded the cost or other basis provided 
by section 1012, of such property together 
with subsequent allowable capital addi¬ 
tions to each account and all the other 
adjustments required by section 1016. 

(2) Mineral property accounts shall 
thereafter be credited annually with the 
amounts of the depletion computed In 
accordance with section 611 or 613 and 
the regulations thereimdcr; or the 
amounts of the depletion so computed 
Shan be credited to depleUon reserve 
accounts. No further deductions for cost 
depletion shall be allowed when the sum 
of the credits for depletion equals the 
cost or other basts of the property, plus 
allowable capital additions. However, 
depletion deductions may be allowable 
thereafter computed upon a percentage 
of gross income from the property. See 
section 613 and the regulations thereun¬ 
der. In no event shall percentage deple¬ 
tion in excess of cost or other basis of 
the properly be credited to the improve¬ 
ments account or the depreciation re¬ 
serve account. 

(c) Determination of mineral contents 
of deposits. (I) If It Is necessary to esti¬ 
mate or determine with respect to any 
minenU deposit as of any spedfic date the 
total recoverable units (tons, pounds, 
ounces, barrels, thousands of cubic feet, 
or other measure) of mineral products 
reasonably loiown, or on good evidence 
believed, to have existed in place as of 
that date, the estimate or determination 
must be made according to the method 
current in the Industry and In the light 
of the roost accurate and reliable Infor¬ 
mation obtainable. In the selection of a 
unit of estimate, preference shall be given 
to the principal unit (or units) paid for in 
the product marketed. The estimate of 
the recoverable units of the mineral 
products in the deposit for the purposes 
of valuation and depletion shall include 
as to both quantity and grade: 

(1) The ores and minerals ‘"insight.*' 
“blocked out.“ “developed." or “assured." 
in the usual or conventional meaning of 
these terms with respect to the type of 
the deposit, and 

(ii) -Probable" or “prospective" ores 
or minerals (in the corresponding sense), 
that is. ores or minerals that are believed 
to exist on the basis of good evidence al¬ 


aiii 

though not actually known to occur on 
the basis of existing development. Such 
“probable” or “prospective” ores or min¬ 
erals may be estimated: 

(a) As to quantity, only In case they 
are extensions of known deposits or arc 
new bodies or masses whose existence Is 
indicated by geological surveys or other 
evidence to a high degree of probability, 
and 

(b> As to grade, only in accordance 
with the best indications available as to 
richness. 

(2) If the number of recoverable units 
of mineral In the deposit has been pre¬ 
viously estimated for the prior year or 
years, and If there has been no known 
change in the facts upon which the prior 
Climate was based, the number of re¬ 
coverable imits of mineral in the deposit 
as of the taxable year will be the num¬ 
ber remaining from the prior estimate. 
However, in any case In which It Is ascer- 
tained either by the taxpayer or the dis¬ 
trict director from any source such as 
operations or development work prior to 
the close of the taxable year that the 
remaining recoverable mineral units as 
of the taxable year are materially 
greater or less than the number remain¬ 
ing from the prior estimate, then the 
estimate of the remaining recoverable 
units shall be revised, and the annual 
cost depletion allowance with respect to 
the property for the taxable year and 
for subsequent taxable years vrill bo 
based upon the revised estimate until a 
change in the facts requires another re¬ 
vision. Such revised estimate will not. 
however, change the adjusted basis for 
depletion. 

(d) Determination of fair market 
value of mineral properties, and iw- 
provements, if any. (1) If the fair mar¬ 
ket value of the mineral property and 
improvements at a specified date is to be 
d<?termlned for the purpose of ascertain¬ 
ing the basis, such value must be deter- 
mlAcd, subject to approval or revtelon 
by the district director, by the owner of 
such property and Improvements In the 
light of the conditions and circum¬ 
stances known at that date, regardless 
of later discoveries or developments or 
subsequent improvements in methods of 
extraction and treatment of the mineral 
product. The district director will give 
due weight and consideration to any and 
all factors and evidence having a bearing 
on the market value, such as cost, actual 
sales and transfers of similar properties 
and Improvements, bona fide offers, mar¬ 
ket value of stock or shares, royalties and 
rentals, valuation for local or State tax¬ 
ation, partnership accountings, records 
of litigation In which the value of the 
property and Improvements was In ques¬ 
tion. the amount at which the property 
and Improvements may have been inven¬ 
toried or appraised In probate or similar 
proceedings, and distlntcrcstcd ap¬ 
praisals by approved methods. 

(2) If the fair market value must be 
ascertained as of a certain date, ana¬ 
lytical appraisal methods of valuation, 
such as the present value method will 
not be used: 

(1) If the value of a mineral property 
and Unprovcmenls. If any, can be deter¬ 
mined upcm the basis of cost or com- 
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paratlve values and replacement value 
of equipment, or 

cii) If the fair market value can rea- 
sonably be determined by any other 
method. 

<c) Determination of the fair market 
vatue of mineral property by the present 
txtiue method, (1) To determine the 
fair market value of a mineral property 
and improvements by the present value 
metliod. the essential factors must be 
determined for each deposit. The es¬ 
sential factors in determining the fair 
market value of mineral deposits are: 

(1) The total quantity of mineral in 
terms of the principal or customary unit 
(or units) paid for In the product 
marketed, 

(ii) The quantity of mineral expected 
to be recovered during each operating 
period, 

(ill) The average quality or grade of 
the mineral reserves. 

(lv> The allocation of the total ex¬ 
pected profit to the several processes or 
operations necessary for the preparation 
of the mineral for market. 

<v) The probable operating life of the 
deposit in years, 
tvl) The development cost, 

(vli) The operating cost. 

(vUl) The total expected profit. 

(ix) The rate at a^hich this profit will 
be obtained, and 

(X) The rate of Interest commensurate 
with the risk for the particular deposit, 

(2) If the deposit has been sufficiently 
developed the valuation factors specified 
in subparagraph (1) of this paragraph 
may be determined from past operating 
experience. In the application of factors 
derived from past experience, full allow¬ 
ance should be made for probable future 
variations in the rate of exhaustion, 
quality or grade of the mineral, percent¬ 
age of recovery, cost of development, pro. 
ductlon. interest rate, and selling price 
of the product marketed during the ex¬ 
pected operating life of the mineral de¬ 
posit Mineral deposits for which these 
factors carmot be determined with rea¬ 
sonable accuracy from past operating ex¬ 
perience may also be valued by the pres¬ 
ent value method; but the factors must 
be deduced from concurrent evidence, 
such as the general type of the deposit, 
tlie characteristics of the district in 
which it occtua, the habit of the mineral 
deposits, the intensity of mineralization, 
the ofi-gas ratio, the rate at which addi¬ 
tional mineral has been disclosed by ex¬ 
ploitation. the stage of the operating life 
of the deposit, and any other evidence 
tending to establish a reasonable esti¬ 
mate of the required factors. 

(3i Mineral deposits of different 
grades, locations, and probable dates of 
extraction should be valued separately. 
The mineral content of a deposit shall be 
determined in accordance with para¬ 
graph (c) of this section. In estimating 
the average grade of the develop^ and 
prospective mineral, account should be 
taken of probable increases or decreases 
as Indicated by the operating history. 
The rate of exhaustion of a mineral de¬ 
posit should be determined with due re¬ 
gard to the limitations imposed by plant 
capacity, by the character of the deposit, 
by the ability to market the mineral 


product, by labor conditions, and by the 
operating program in force or reasonably 
to be expected for future operations. The 
operating life of a mineral deposit is that 
number of years necessary for the ex¬ 
haustion of both the developed and pro¬ 
spective mineral content at the rate de¬ 
termined as above. The opening life of 
oil and gas wells is also influenced by the 
natural decline in pressure and flow, and 
by voluntary or enforced curtailment of 
production. The operating cost includes 
all current expense of producing, pre¬ 
paring. and marketing the mineral prod¬ 
uct sold (due consideration being given 
to taxes) exclusive of allowable capital 
additions, as described in f 11.612-2 and 
1.612-4, and deductions for depreciation 
and depletion, but including cost of re¬ 
pairs. This cost of repairs is not to be 
confused with the depreciation deduc¬ 
tion by which the cost of improvements 
Is returned to the taxpayer free from tax. 
In general, no estimates of these factors 
will be approved by the district director 
which are not supported by the operating 
experience of the property or which are 
derived from different and arbitrarily 
selected periods. 

(4) The value of each mineral deposit 
Is measured by the expected gross in¬ 
come (the number of units of mineral 
recoverable in marketable form multi¬ 
plied by the estimated market price per 
unit) less the estimated operating cost, 
reduced to a present value as of the date 
for which the valuation is made at the 
rate of interest commensurate with the 
risk for the opeinting life, and further 
reduced by the value at that date of the 
improvements and of the capital addi¬ 
tions. if any, necessary to realize the 
profits. The degree of risk is generally 
lowest in cases where the factors of val¬ 
uation are fully supported by the oper¬ 
ating record of the mineral enterprise 
before the date for which the valuation 
Is^made; relatively higher risks attach 
to appraisals upon any other basis. 

(f) Revaluation of mineral property 
not allowed. No revaluation of a min¬ 
eral property whose value as of any 
specific date has been determined and 
approved will be made or allowed dur¬ 
ing the continuance of the ownership un¬ 
der which the value was so determined 
and approved, except in the case of mis¬ 
representation or fraud or gross error 
as to any facts known on the date as of 
which the valuation was made. Reval¬ 
uation on account of misrepresentation 
or fraud or such gross error will be made 
only with the written approval of the 
Commissioner. 

(g) Statement to be attached to return 
when valuation, depletion, or deprecia- 
tion of mineral property or improvements 
are claimed, (1) For the first taxable 
year for which a taxpayer asserts a 
value for any mineral property or im¬ 
provement os of a specific date or claims 
a deduction for depletion, or deprecia¬ 
tion. there shall be attached to the return 
of the taxpayer for such taxable year a 
statement setting forth the pertinent 
information required by this paragraph 
with respect to each such mineral pro¬ 
perty or Improvement (including oil and 
gas properties or improvements). The 
required information shall be furnished 


in a single statement, shall be summa¬ 
rized. and shall be deemed a part of the 
income tax return to which it relaiei 
After such first taxable year the taxpayer 
need attach to his return only on expla¬ 
nation of the changes, if any, in the in¬ 
formation previously furnished. For 
example, when a taxpayer has filed 
adequate maps with the district director 
he may be relieved of filing further maps 
of the same area, if all additional Infor¬ 
mation necessary for keeping the maps 
up-to-date is filed each year. Inanycaie 
in which any of the information required 
by this paragraph has been previomly 
filed by the taxpayer (including infor¬ 
mation furnished in accordance with 
corresponding provisions of prior regula¬ 
tions). such information need not be 
filed again but a statement should be 
attached to the return of the taxpayer 
indicating clearly when and in what 
form such information wras previously 
filed. 

(2) The Information referred to In 
subparagraph (1) of this paragraph la 
as follows: 

(i) An adequate map showing the 
name, description, location, date of sur¬ 
veys. and identification of the deposit 
or deposiu; 

(11) A description of the character of 
the taxpayer's property. acc(tapanicd by 
a copy of the instrument or instrumenU 
by which it was acquired; 

(ill) The date of acquisition of the 
property, the exact terms and dates of 
expiration of all leases involved and if 
terminated, the reasons therefor; 

(Iv) The cost of the mineral property 
and improvements, stating the amount 
paid to each vendor, with his name and 
address; 

(v) The date as of which the mineral 
property and improvements arc valued, 
if a valuation is necessary to establish 
the basis as provided by section 1012; 

(Vi) The value of the mineral prop¬ 
erty and improvcm(mt5 on that date with 
a statement of the precise method by 
which It was determined; 

(vli) An allocation of the cost or value 
among the mineral property, improve¬ 
ments and the surface of the land for 
purposes other than mineral production; 

(vlil) The estimated number of units 
of each kind of mineral at the end of the 
taxable year, and also at the date of 
acquisition. If acquired during the tax¬ 
able year or at the date as of which any 
valuation is made, together with an ex¬ 
planation of the method used in the 
estimation, the name and address of the 
person making the estimate, and ^ 
average analysis which will Indicate the 
quality of the mineral valued. Includin? 
the grade or gravity In the case of ou; 

(Ixi The number of units sold and the 

number of units for which payment woj 
received or accrued during the year for 
which the return is made (in the case of 
newly developed oil and gas deposits A 
is desirable that this information be 
furnished by months); 

(X) The gross amount received froco 
the sale of inlncral; 

(xl) The amount of depredation for 
the taxable year and the amount of ccsi 
depletion for the taxable year: 
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<xli> Tbe amounts of depletion and 
cSeprociation* If any. sUtcd separately, 
which for each and every prior year: 

(a> Were allowed (see section 1016 (a) 

( 2 )). 

(5> Were allowable, and 
(c) Would have been allowable with¬ 
out reference to percentage or discovery 
depletioo: 

ixliU The fractions (however meas¬ 
ured) of gross production from the de- 
puTsit or deposits to which the taxpayer 
and other persons are entitled togther 
with (he names and addresses oX such 
other persons: and 

(jdv) Any other data which will be 
helpful in determining the reasonable¬ 
ness of the valuation asserted or of the 
deductions claimed. 

<3) In the case of oil and gas proper¬ 
ties the statements attached to the re¬ 
turns shall contain, in addition to the 
foregoing, the following Information with 
respect to each property: 

(i) The numl^ of acres of producing 
oil or gas land and. if additional acreage 
Is claimed to be proven, the amount of 
such acreage and the reasons for believ¬ 
ing It to be proven; 

01) The number of wells producing at 
the beginning and end of the taxable 
year; 

(ill) The date of completion of each 
well finished during the taxable year: 

Ov) The date of abandonment of each 
veil abandoned during the taxable year; 
<v^ Maps showing the location of the 
tracts or leases and of the producing and 
abandoned wells, dry holes, and proven 
oil and gas lands (the maps should show 
depth, initial production, and date of 
completion of each well. etc., to the ex¬ 
tent that these data are available); 

(Vi) The number of pay sands and 
average thickness of each pay sand or 
sone; 

(vU> The average depth to the top of 
®»ch of the different pay sands; 

(vUi) The annual production of the 
ocpoult or of the individual wells, if the 
latter information is available, from the 
beginning of its productivity to the end 
of the taxable year, the average number 
Of wells producing during each year, and 
me initial dally production of each well 
<we extent to which oil or gas Is used for 
furt on the premises should be stated 
vith reasonable accuracy); 

. All available data regarding 
Jn^ae in operating conditions, such as 
J^t operation, proration, flooding, use 
Of Mr-gaa lift, vacuum, shooting, and 
“Jwlar information, which have a direct 
on the production of the deposit; 

OlH] 

<x) Available geological information 
a probable bearing on the oil 
gas content; information with re- 
•wt to edge water, water drive, bottom 
^0 pressures, oil-gas ratio, porosity of 
IJw’oir rock, percentage of recovery. 

of cessation of natural 
estimated potential, and 
wrActerifitlcs similar to charactcris- 
Of other known fields. 

(4) For rules relating to an additional 
^icmeni to be attochcKl to the return 
the depletion deduction is com- 
tr^ ® percentage of gross Income 
^ the property, see i 1.613-5. 


11.611-3 Rules applicable to tim¬ 
ber—(a) Capital recoverable through 
depletion allowance in case of timber. 
In general, the capital remaining in any 
5 'ear recoverable through depletion al¬ 
lowances is the basis provided by sec¬ 
tion 612 and the regulations thereunder. 
Tor the method of determining fair 
market value and quantity of Umber, 
see paragraphs (d). (e) and (f) of this 
section. For capitalisation of carrying 
charges, see section 1016 (a) (1) (A). 
Amounts paid or incurred In connection 
with reforestaUon. Including planting 
and preparation for planting or natural 
seeding (including planUng for Christ¬ 
mas tree purposes), shall be capitalised 
and such amounts shall be recoverable 
through depleUon allowances. The ap¬ 
portionment of deductions between the 
several owners of economic Interests In 
standing timber will be made os pro¬ 
vided in S 1.611-1 (c). 

<b) Computation of aUmcance for de- 
pletion of timber for taxable year, <l) 
The depiction of timber takes place at 
the time timber is cut but the amount 
of depletion allowable with respect to 
timber that has been cut may be com¬ 
puted when, in the process of exploita¬ 
tion the quantity of cut timber is first 
accurately measured. However, the de¬ 
duction for depletion In the case of tim¬ 
ber shall be allowed in the taxable year 
In which the cut timber Is sold and shall 
be based upon the number of units of 
timber sold during the year and the de¬ 
pletion unit of the timber account or 
accounts pertaining to such timber. 

(2) The depletion unit of the timber 
for a given timber account in a given 
year shall be the quotient obtained by 
dividing (!) the basis provided by sec¬ 
tion 1012 and adjusted as provided by 
section 1016. of the timber on hand at 
the beginning of tlie year plus the cost 
of the number of units of timber ac¬ 
quired during the year plus proper ad¬ 
ditions to capital, by (li> the total num¬ 
ber of units of timber on hand in the 
given account at the beginning of the 
year plus the number of units acquired 
during the year plus (or minus) the 
number of units required to be added 
(or deducted) by way of correcting the 
estimate of tlie number of units remain¬ 
ing available In the account. The num¬ 
ber of units of timber of a given timber 
account cut during any taxable year mul¬ 
tiplied by the depletion unit of that 
timber account applicable to the year 
shall be the amount of depletion allow ¬ 
able as a deduction at the time such tim¬ 
ber is sold. Such amount shall be 
charged to a depletion account which 
shall be credited as the Umber, with 
respect to which the chame was made, is 
sold. Those taxpayers who keep their 
accounts on a monthly basis may at their 
option, keep their depletion accounts on 
such basis in which case the amount 
charged to the depletion account for a 
given month will be determined In the 
manner ouUined for a given year. The 
total amount of the deducUon for deple¬ 
Uon In any taxable year shall be the sum 
of the amounts of depletion attributable 
to the cut Umber sold during the year. 
For a descrlpUon of timber accounts, see 
paragraphs (c) and td) of this secUom 


SrllS 

(3) When a taxpayer has elected to 
treat the cutting of timber as a sale or 
exchange of such Umber under the pro¬ 
visions of secUon 631 ca>. he shall re¬ 
duce the Umber a(x:ount containing such 
Umber by an amount equal to the ad¬ 
justed depletion basis of such timber. 
In computing any further gain or loss 
on such Umber, see i 1.631-1 (e). 

(c) Timber depleUon accounts on 
books, (1) Every taxpayer claiming or 
expecting to claim a deduction for de¬ 
pletion of timber property shall k(^ep 
accurate ledger accounts In which shall 
be recorded Uic cost or other basis pro¬ 
vided by secUon 1012 of the property and 
land together with subsequent allowable 
capital additions In each account and all 
other adjustments provided by section 
1016 and the regulations thereunder. 

(2) In such accounts there shall be 
set up separately the quanUty of Umber, 
the quantity of land, and the quanUty of 
other resources, if any. and a proper part 
of the total cost or value shall be allo¬ 
cated to each after proper provision for 
Immature Umber growth. See para¬ 
graph (d) of this section. The timber 
accounts shall be credited each year with 
the amount of the charges to the deple¬ 
Uon accounts computed In accordance 
with paragraph (b) of this section or the 
amount of the charges to the depletion 
aecoimts shall be credited to depleUon 
reserve accounts. When the sum of the 
credits for depletion equals the cost or 
other basis of the property, plus subse¬ 
quent allowable capital additions, no 
further dcducUon for depletion will be 
allowed. 

(d) Aggregating timber arid land for 
purposes of valuation and accounting, 
(1) With a view to logical and reason¬ 
able valuation of timber, the taxpayer 
shall Include his Umber In one or more 
accounts. In general, each such account 
shall Include all of the taxpayer’s Umber 
which is located in one ’’block”. A block 
may be an operaUon unit which Includes 
all the taxpayer’s Umber which would 
logically go to a single given point of 
manufacture. In those cases In which 
the point of manufacture is at a con¬ 
siderable distance, or In which the logs 
or other products will probably be sold 
In a log or other market, the block may 
be a logging unit which Includes all of 
the taxpayer’s timber which would log¬ 
ically be removed by a single logging 
development. Blocks may also be estab- 
liah(Kl by geographical or politiod boun¬ 
daries or by logical management areas. 
Timber acquired under cutting conti*acts 
should be carried in separate accounts 
and shall not constitute part of any 
block. In excepUonal cases, provided 
there are good and substanUal reasons, 
and subject to approval or revision by 
the district director on audit, the tax¬ 
payer may divide the timber In a given 
block Into two or more accounts. For 
example, timber owned on February 28, 
1913, and that purchased subsequenUy 
may be kept in separate accounts, or 
timber owned on February 28, 1913, and 
the timber purchased since that date 
in several distinct transacUons may be 
kept in several distinct accounts. Indi¬ 
vidual tree species or groups of tree 
species may be carried In distinct ac- 
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counts, or special timber products may 
be carried In distinct accounts. Blocks 
may be divided into two or more ac¬ 
counts based on the character of the 
timber or lU accessibility, or scattered 
tracts may be included In separate ac¬ 
counts. If such a division Is made, a 
proper portion of the total value or cost, 
as the case may be, shall be allocated 
to each account 

(2) The timber accounts mentioned in 
subparagraph (1) of this paragraph shall 
not Include any port of the value or cost, 
as the case may be, of the land. In a 
manner similar to that prescribed in 
subparagraph (1) of this paragraph, the 
land in a given **block" may be carried 
In a single land account or may be di¬ 
vided into two or more accounts on the 
basis of its character or accessibility. 
When such a division is made, a proper 
portion of the total value or cost, as the 
case may be. sliall be allocated to each 
account. 

<3> The total value or total cost, as 
the case may be, of land and Umber shall 
be equitably allocated to the timber and 
land accounts, respectively. In cases in 
which immature timber growth is a 
factor, a reasonable portion of the total 
value or cost shall be allocated to such 
immature timber, and when the timber 
becomes merchantable such value or cost 
shall be recoverable through depletion 
allowances. 

(4) Each of the several land and tim¬ 
ber accounts carried on the books of the 
taxpayer shall be definitely described as 
to their locaUon on the groimd either 
by maps or by legal descriptions. 

(5) For good and substantial reasons 
satisfactory to the district director, or' 
as required by the district director on 
audit, the timber or the land accounts 
may be readjusted by dividing individual 
accounts, by combining tw^o or more ac¬ 
counts. or by dividing and recombining 
accounts. 

(e) Determination of quantity of 
timber. Each taxpayer claiming or 
expecting to claim a deduction for deple¬ 
tion is required to estimate with respect 
to each separate Umber account the 
total units (feet board measure, log scale, 
cords, or other units) of timber reason¬ 
ably known, or on good evidence believed, 
to have existed on the ground on March 
1. 1913. or on the date of acquisition of 
the property, whichever date Is applica¬ 
ble In determining the basis for cost de¬ 
pletion. This estimote shall state as 
nearly as possible the number of units 
which would have been found present by 
careful estimate made on the specified 
date with the object of determining 100 
percent of the quantity of Umber which 
the area covered by the specific account 
would have produced on that date if all 
of the merchantable Umber had been 
cut and utilized In accordance with the 
standards of utilization prevailing in 
that region at that time. If subsequently 
during the ownership of the taxpayer 
making the return, as the result of the 
growth of the timber, of changes In 
standards of utillzaUon. of losses not 
otherwise accounted for. of abandon¬ 
ment of timber, or of operaUons or de¬ 
velopment work, it Is ascertained either 
by Uie taxpayer or the district director 


that there remain on the ground, avail¬ 
able for utillzaUon. more or less units of 
timber at the close of the taxable year 
(or at the close of the month if the tax¬ 
payer keeps his depletion accounts on a 
monthly basis) than remain in the Um¬ 
ber account or accounts on the basis of 
the original estimate, then the original 
estimate (but not the basis for deple- 
Uon) shall be revised. The depletion 
unit shall be changed when such revision 
has been made. The annual charge to 
the dcpleUon account with respect to 
the property shall be computed by tislng 
such revised unit for the taxable year 
for which the revision is made and all 
subsequent taxable years unUl a change 
in facts requires another revision. 

(f) Determination of fair market 
value of timber property, (i) if the fair 
market value of the property at a speci¬ 
fied date is the basis for depletion deduc¬ 
tions. such value shall be determined, 
subject to approval or revision by the 
district director upon audit by the owner 
of the property In the light of the most 
reliable and accurate information avail¬ 
able with reference to the condition of 
the property as it existed at that date, 
regardless of all subsequent changes, 
such as changes in surrounding circum¬ 
stances. and methods of exploitation. In 
degree of utilization, etc. Such factors 
as the following will be given due 
consideration: 

(1) Character and quality of the Um¬ 
ber as determined by species, age. size, 
condition, etc.: 

(il) The quantity of timber per acre, 
the total quantity under consideration, 
and the location of the Umber in ques- 
Uon with reference to other timber: 

<lii> Accessibility of the Umber (loca¬ 
tion with reference to distance from a 
common carrier, the topography and 
other features of the ground upon which 
the Umber stands and over which it must 
be tran.sported in process of exploitation, 
the probable cost of exploitation and the 
climate and the state of industrial de¬ 
velopment of the locality): and 

<iv) The freight rates by common car¬ 
rier to important markets. 

( 2 ) The Umber in each parUcular case 
will be valued on Its own merits and not 
on the basis of general averages for re¬ 
gions: how^ever, the value placed upon it, 
taking into consideration such factors 
as those mentioned above, will be con¬ 
sistent with that of other similar Umber 
In the region. The district director will 
give weight and consideration to any and 
all facts and evidence having a bearing 
on the market value, such as cost, ac¬ 
tual sales and transfers of similar prop- 
erUes. the margin between the cost of 
production and the price realized for 
timber products, market value of stock 
or shares, royalUes and rentals, valua¬ 
tion for local or state taxaUon, partner¬ 
ship accounUngs, records of litigaUon In 
which the value of the property has been 
Involved, the amount at which the prop¬ 
erty may have been inventoried or ap¬ 
praised in probate or similar proceed¬ 
ings, dismterested appraisals by ap)- 
proved methods, and other factors. 

(g) Revaluation of timber property 
not allowed. No revaluation of a timber 
property whose value as of any specific 


date has been determined and approved 
will be made or allowed during con¬ 
tinuance of the ownership under which 
the value was so determined and ap¬ 
proved, except in the case of mlsrepre- 
sentaUon or fraud or gross error as to 
any facts knowm on the date as of which 
the valuaUon was made. Revaluation on 
account of misrepresentation or fraud 
or such gross error will be made only with 
the written approval of the Commis¬ 
sioner. The depletion unit shall be re¬ 
vised when such a revaluation of a Um¬ 
ber property has been made and the 
annual charge to the depletion account 
with respect to the property shall be 
computed by u.sing such revised unit for 
the taxable year for which such revision 
Is made and for all subsequent taxable 
years. 

(h) Information to he furnished bf 
taxpayer claimina depletion of timber, 
A taxpayer claiming a deduction for de¬ 
pletion of timber and for depreciation 
of plant and other Improvements shall 
attach to his income tax return a filled- 
out Form T-Tlmber for the taxable year 
covered by the income tax return, in¬ 
cluding the following information: 

(1) A map where necessary, to show 
clearly timber and land acquired, tim¬ 
ber cut. and timber and land sold; 

( 2 ) Description of, cost of. end terms 
of purchase of Umberland or timber, or 
cutting rights, including timber or tim¬ 
ber rights acquired under any type of 
contract: 

(3) Profit or loss from sale of land, or 
timber, or both; 

(4) Description of timber with respect 
to which claim for loss, if any, is made; 

(5) Record of timber cut: 

( 6 ) Changes in each timber account 
as a result of purchase, sale, cutting, re- 
estimate, or loss; 

(7) Changes in improvements ac¬ 
counts as the result of additions to or 
deductions from capital and deprecia¬ 
tion, and computation of profit or loss 
on sale or other disposition of such im¬ 
provements; 

( 8 ) Operation data with respect to 
raw and finished material handled and 
Inventoried: 

(9) Statement as to application of the 
election under section S31 (a) and per¬ 
tinent Information in support of the 
fair market value claimed theretmder; 

(10) Information with respect to land 
ownership and capital investment to 
Umberland; and 

(11) Any other data which will be 
helpful in determining the reasonable¬ 
ness of the depletion or depreciation 
deductions claimed in tlie return. 

51.611-4 Depletion as a factor in 
computing earnings and profits fo' 
dividend purposes. For rules with re* 
spect to computaUon of earnings and 
profits where depletion is a factor to 
the case of corporations, see S 1 . 312-6 
(c) ( 1 ). 

5 1.611-5 Depreciation of improve* 
ments —(a) In general. Section 611 
provides in the case of mines, oil and 
gas wells, other natural deposits, and 
timber that there shall be allowed 
a deducUon a reasonable allowance for 
depreciation of Improvements. Such 
allowance shall inculde exhaustion, meat 
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tnd tear, and obaoleaccnce. The de¬ 
duction allowed under section 611 shall 
be determined under the provisions of 
section 167 and the regulations there¬ 
under. For purposes of section 167 the 
unit of production mcUiod Is considered 
to be a reasonable method under section 
167 (a), and Utercforc. not subject to 
the limitations prescribed by section 
167 (b). 

(b> Special rules lor mines, oil and 
gas wells, other natural deposits and 
iijnher, <1) For principles governing 
the opportioning of depreciation allow¬ 
ances under sections 611 and 167 in the 
case of property held by one person for 
life with remainder to another or In the 
case of property held in trust or by an 
estate, see I L167 (g)*l. 

<2> A reasonable allowance for depre¬ 
ciation on accoimt of obsolescence or 
decay may be required in an appropriate 
case durl^ periods when the improve¬ 
ment is not used in production or is used 
in producing at a rate below its normal 
capaeity. This rule is applicable whether 
or not the taxpayer uses the unit of pro¬ 
duction tnelh<^ 

(3) 6ee sections 615 and 616 and the 
regulations thereunder for special rules 
for treatment of allowances for deprecia- 
Uon of improvements with respect to the 
exploration and development of a mine 
or other natural deposit (other than oil 
or gas). 

(4) In the case of operating oil or gas 
properties, the deduction for depreda¬ 
tion shall be allowed for those costs of 
Improvements such as machinery, tools, 
equipment, pipes and similar items and 
the costs of installation which arc not 
treated as a deductible expense under 
lecUoD 263 (c). See fi 1.612-4. 

(c) Accounting and record keeping. 
See i 1.167 (a>-7 for accounting and 
record keeping requirements for taxpay¬ 
ers claiming deductions under section 611 
wd this section. 


11612 Statutory provisions: basis for 
cost depfetioii. 


8wj. 6ia. BatiM for cost depletion. Except 
SI oUierwiM provided In thU tubchapter, the 
bulB on which deplcUon it to he allowed In 
ntpect of any property tholl be the odjuited 
hasU provided in section 1011 tar the purpose 
ox dctennlQlng the gain upon the sale or 
Olhsr dUpositioD of such property. 


11.612-1 Basis for allotoance of cost 
toi^hoa^Ca) In general. The basis 
upon which the deduction for cost deple¬ 
tion under section 611 is to be allowed In 
^'cwct of any mineral or timber prop¬ 
erty is the adjusted basis provided in 
WUon 1011 for the purpose of determin- 
toR gain upon the Mile or other dlsposi- 
tion of such property except as provided 
“ paragraph (b) of this section. The 
ad^ned basis of such property is the 
Jw or other basis determined under sec- 
won 1012, relating to the basis of prop- 
®tty, adjusted as provided in section 1016, 
to adjustments to basis, and the 
•’^ulations under such sections. In the 
of the sale of a part of such prop- 
the unrccovered basis thereof shall 
“tributed between the part sold and 
part retained 

'}*i, Special rules. <1> The basis for 
^p.eiion of mineral or timber prop¬ 
erty does not Include: 


(1) Amounts recoverable through de¬ 
preciation deductions, through deferred 
expenses, and through deductions other 
than depletion, and 

<li) The residual value of land and im¬ 
provements at the end of operations. 

In the case of any mineral property the 
basis for cost depletion does not Include 
amounts representing the cost or value 
of land for purposes other than mineral 
productions. Furthermore, in the case 
of certain mineral properties, such basis 
docs not include exploration or develop¬ 
ment expenditures which are treated un¬ 
der section 615 (b) or 616 (b) as deferred 
expenses to be taken into account as de¬ 
ductions on a ratable basis as the units 
of mincr^ benefited thereby are pro¬ 
duced and sold. However, there shall 
be Included In the basis for cost deple¬ 
tion of oil and gas property the amounts 
of capitalized drilling and development 
costs which* as provided In 91.612-4. are 
recoverable through depletion deduc¬ 
tions. In the case of timber property, the 
basis for cost depletion does not include 
amounts representing the cost or value 
of land. 

(2) Where a taxpayer elects to treat 
the cutting of timber as a sale or ex¬ 
change of such Umber, the basis for 
cost depleUon shall be the fair market 
value of such timber as of the first day of 
the taxable year In which such timber 
is cut and such value shall be considered 
for such taxable year and all subsequent 
taxable years as the cost of such Umber 
for all purposes for which such cost is 
a necessary factor. See section 631 (a>. 

(c) Cross references. In cases where 
the valuation, revaluation, or mineral 
content of deposits Is a factor, see 
6 1.611-2 (c). <d). (c), and (f). In cases 
where the valuaUon, revaluation, or 
quanUty of Umber is a factor, see 
9 1.611-3 (e>, Cf>. and (g). For deflnl- 
tlons of the terms “property**, “fair mar¬ 
ket value**, “mineral cntenwrlse**, '‘min- 
eral deposit**, and “minerals**, see 
9 1.611-1 (d). For rules with respect to 
treatment of depletion accounts on tax¬ 
payers* books, see 41,611-2 cb> In the 
case of mineral property, and § 1.611-3 
(c) in the case of timber property. 

9 1.612-2 Allowable capital additions 
in case of mines —(a) In general. Ex¬ 
penditures for Improvements and for re¬ 
placements. not including expenditures 
for ordinary and necessary maintenance 
and repairs, shall, ordinarily, be charged 
to capital account recoverable through 
depreciation deducUons. Expenditures 
for equipment (Including its InstallaUon 
and housing) and for replacements 
thereof, which are necessary to maintain 
the normal output solely b^use of the 
recession of the workl^ faces of the 
mine and which— 

(i) Do not increase the value of the 
mine, or 

Cii) Do not decrease the cost of pro- 
ducUon of mineral units, or 

mi) Do not represent an amount ex¬ 
pended in restori^ property or in mak¬ 
ing good Uie exhaustion thereof for 
which an allowance is or has been made 

shall be deducted as ordinary and neces¬ 
sary business expenses. In classifying 
expenditures as between those charge¬ 


able to capital account and those deduct¬ 
ible as ordinary and necessary business 
expenses, the test to be applied is 
whether, under sound accounting prac¬ 
tice. such expenditures should be 
choired against mineral produced dur¬ 
ing the taxable year or capitalized as 
chargeable to future production. 

<b) Special rules. For special provi¬ 
sions applicable to treatment of expendi¬ 
tures for certain exploration and devel¬ 
opment costs (other than for the acqui¬ 
sition, restoration or betterment of 
improvements) with respect to minerals 
other than oil or gas. see sections 615 and 
616 and the regulations thereunder. 

51.612-3 Depletion: treatment of 
bonus and advanced royalty —(a) Bonus, 
(1) If a bonus in addition to royalties is 
received upon the grant of an economic 
Interest In a mineral deposit, or stand¬ 
ing Umber, there shall be allowed to Uie 
payee as a cost depleUon dcducUon In 
respect of the bonus an amount equal to 
that proportion of his basis for deplcUon 
as provided in section 612 and § 1.612-1 
which the amount of the bonus beai-s to 
the sum of the bonus and the royalties 
expected to be received. Such allow¬ 
ance shall be deducted from the payee's 
basis for depletion and the remainder of 
the basis Is recoverable through deple¬ 
tion deducUons as the royalUes are 
thereafter received. (But see paragraph 
(e) of this secUcui.) Fbr example, a 
taxpayer leases mineral property to 
another reserving a onc-cIghth royalty 
and In addiUon receives a bonus of $10.- 
000. Assuming that the taxpayer's basis 
with respect to the mineral pi*operty is 
$21,000 and that the royalties expected 
to be received are estimated to total 
$20,000. the depleUon on the bonus would 
be $7,000 

/ m,000 (boal a) X$ 10.000 (bonus) \ 
\i3b~,o6o'(bonus plus estimate royal ties) / 

The remaining $14,000 of basis will be 
recovered Uirough depletion as the 
royalUes are received. 

(2) If the grant of an economic in¬ 
terest In a mineral deposit or standing 
Umber with respect to which a bonus was 
received expires, terminates, or is aban¬ 
doned before there has been any extrac¬ 
tion of mineral or cutting of timber, the 
payee shall adjust his capital account by 
restoring thereto the depleUon deduc¬ 
tion taken on the bonus and a corres¬ 
ponding amount must be returned as 
income in the year of such expiration, 
termination oPabandonment. 

(3) In the case of the payor, poyment 
of the bonus constitutes a capital invest¬ 
ment made for the acquisition of an 
economic interest in a mineral deposit 
or standing timber recoverable through 
the depleUon allowance. Sec 4 1.613-2 
( 0 ) (5) (ID In cases in which percentage 
depleUon is used. 

(b> Advanced royalties. (1) If the 
owner of an operating interest in a min¬ 
eral deposit or standing timber is re- 
qtiired to pay royalUes on a specified 
number of units of such mineral or tim¬ 
ber annually whether or not extracted 
or cut within the year, and may apply 
any amounts paid on account of units 
not extracted or cut within the year 
against the royalty on the mineral or 
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timber thereafter extracted or cut» the 
payee shall compute cost depletion on 
the number of units so paid for In ad¬ 
vance of extraction or cutting and shall 
treat the amount so determined as an 
allowable deduction for depletion from 
the gross income of the year in which 
such payment or payments are made. 
No deduction for depletion by such 
payee shall be claimed or allowed In any 
subsequent year on account of the ex¬ 
traction or cutting In such year of any 
mineral or timber ao paid for in ad¬ 
vance and for which deduction has once 
been made. (But see paragraph (e) of 
this section.) 

(2) If the right to extract minerals 
or to cut timber against which the ad¬ 
vanced royalties may be applied expires* 
terminates or is abandoned before aU 
such minerals or timber have been ex¬ 
tracted or cut. the payee shall adjust his 
capital account by restoring thereto the 
depletion deductions made in prior years 
on account of any units of mineral or 
timber paid for in advance but not ex¬ 
tracted or cut, and a corresponding 
amount must be returned as Income for 
the year of such expiration, termination* 
or abandonment. 

(3) The payor, at his option, may 
treat the advanced royalties so ];^d or 
accrued In connection with mineral prop¬ 
erty as follows: 

(1) As deductions from gross income 
for the year the advanced royalties are 
paid or accrued; or 

<li) As deductions from gross income 
for the year the mineral product, in re¬ 
spect of which the advanced royalties 
were paid, is sold. 

For an exception to this treatment when 
the payor is a sublessor of coal see 
5 1.631^ <b) (3), Every taxpayer must 
make an election as to the treatment of 
all such advanced royalties in his return 
for the first taxable year in which such 
amounts are paid or accrued. A tax¬ 
payer will be considered to have made an 
election In accordance with the maimer 
In which such Items are treated in the 
return. A failure to deduct any such 
Items for the year paid or accrued will 
constitute an election to have all such 
Items treated in accordance with subdi¬ 
vision (li> of this subparagraph. Any 
election made under this section is bind¬ 
ing for the taxable year for which made 
and for all subsequent years, and the 
Uxpayer must treat all advanced royal¬ 
ties pair or accrued in all subs<^uent 
years in the same mani#r. This para¬ 
graph does not grant a new clocUon. Any 
taxpayer who made an election under 
I 39.23 (m)-lO (e) of Regulations 118 (20 
CFR (1939) Part 39) or corresponding 
provisions of prior regulations is. by such 
election, bound with respect to treat¬ 
ment of such advanced royalties whether 
paid or accrued before or after Decem¬ 
ber 31. 1953. See section 7807 (b) (2). 
For additional rules relating to elections 
In the case of partners and partnerships, 
see secUon 703 (b) and the regulations 
thereunder. 

(4) The application of subparagraphs 

(2) and (3) of this paragraph may bo 
illustrated by the following examples: 

Sxampte (i), B leased otrtatn mineral 
iJUidt from A under a lease In which A re* 


aerved a royalty of 10 oenta a ton on minerala 
mined and aold by B. The laaaa also pro¬ 
vided that B had to pay an annual mini¬ 
mum royalty of $10,000 repreaenUng th# 
amount due on 100.000 tons of the particular 
mineral whether or not B mined and sold 
that amount. It waa further provided that. 
If B did not mine and sell lOOjOOO tons in any 
year, be could mine and sell in any subee* 
quent year the amount of mineral on which 
he had paid the royalty without the pay¬ 
ment of any additional royalty. However, 
this right of recoupment waa limited to 
minerals mined and sold In any later yetur 
In excess of the 100.000 tons represented by 
the $10,000 minimum royalty required to be 
paid for that later year. Assume that In 
1960 B paid A the minimum royalty of 
$10,000. but mined and sold only 60.000 
tons of the mineral and that in 1057 he aban¬ 
doned the lease without any further pro¬ 
duction. Since the $10,000 represenu 
royalties on 100.000 tons of mineral and only 
60.000 tons were mined and sold. A must 
restore In 1057 to his capital account the 
depletion deductions taken In 1956 on $4,000 
on account of the 40.000 tons paid for In 
advance but not mined and sold, and must 
also return the corresponding amount as 
income In 1957. 

Bxamplt (2), Assume that B. under the 
lease In example (1), paid the $10,000 mini¬ 
mum royalty and mined no minerals in 1956 
but that in 1957 B mined and told 200.000 
tons of mineral. If this Is 6*8 drat such ex¬ 
penditure, B has an option, for, the purpose 
of computing taxable income under aectlon 
63, to deduct In 1956 the $10,000 paid in 
that year although no mineral was mined, 
or to take the deduoUon In 1957 when the 
mineral, for which the $l0j000 was paid in 
1966. was mined and sold, (ror treatment 
under percentage depletion see example in 
11J613-2 (c) (6) (Ui|.) 

(c) Delay rental, (1) A delay rental 
Is an amount paid for the privilege of 
deferring development of the property 
and which could have been avoided by 
abandonment of the lease, or by com¬ 
mencement of development operations, 
or by obtaining production. 

(2) Since a delay rental is in the na¬ 
ture of rent it is ordinary income to the 
payee and not subject to depletion. The 
payor may at his election deduct such 
amount as an expense, or under secUon 
266 and the regulations thereunder, 
charge it to dcpletable capital account. 

(d) Exception to paragraphs (a) and 
(b) of this section. In lieu of the treat¬ 
ment provided for in paragraphs (a) 
and (b) of this secUon. the payees re¬ 
ferred to therein may take as a dcpleUon 
deducUon in respect of any bonus or 
advanced royalty for the taxable year 
an amount computed on the basis of the 
percentage of gross income from the 
property as provided in secUon 613 and 
the regulaUons thereunder. 

(e) Cross reference. In the case of 
bonuses and advanced royalties received 
In connection with a contract of disposal 
of Umber or coal covered by sccUons 631 
(b) and (c). respectively, see those scc¬ 
Uons and the regulations thereunder. 

4 1.612-4 Charges to capital and to 

expense in case of oil and gas wcll^ _(a) 

Option with respect to intangible drilling 
and development costs, (1) In accord¬ 
ance with secUon 263 (c), the owner of 
an operating mineral Interest may, at his 
opUon. deduct as expenses the intangible 
drilling and development costs incurred 
in the development of oil and gas deposits 


to the extent such costa are attributable 
to his share of the total of all operatmg 
mineral Interests in the well. The phnwe 
**operaUng mineral Interest'*, as used in 
this section, means an operaUng mineral 
interest as defined in secUon 614 (b) (3> 
where such interest Is in on oil or gas 
w'cll. If any owner incurs a share of the 
total intangible drilling and development 
costs in excess of his share of the total of 
all operaUng mineral Interests in the 
well, such excess must be capitalized and 
recovered through depleUon. 

(2) When more than one person owns 
an operaUng mineral interest in an oil 
or gas well, each owner's share of the 
total of such interests during the com¬ 
plete payout period shall be the share of 
the operating net income from the well 
that he is entitled to receive during the 
complete payout period. Therefore, each 
owner may. at his opUon, deduct a frac¬ 
tion of the total Intangible drilling and 
development costs minus all such costs 
which are recoverable out of production 
payments, royalUes. and net profits In¬ 
terests not In excess of the lesser of: 

(i> 8uch intangible drilling and devel¬ 
opment costs incurred by him. or 

(ii) His fracUonal share of the operat¬ 
ing net income that he is entitled to re¬ 
ceive during the complete payout period. 

The "complete payout period" means the 
period ending when the operating net In¬ 
come from the well, after xieymeni of all 
costs of operaUon, first equals all ex¬ 
penditures for diilling and development 
(tangible and Intangible), minus all such 
expenditures which are recoverable out 
of producUon payments, royalties, and 
net profits interests. The "operating net 
income" is the total operating gross in¬ 
come from the well reduced by an amount 
equal to the costs of operating the well. 
Such operaUng costs shall not Include 
tangible or intangible development costs, 
or any deduction based thereon. The 
•'total operating gross income** Is the 
gross Income from the w<dl excluding In¬ 
come attributable to royalty Interests, 
production paMnenU, and net profit! 
interests. 

(3) This option applies to all expendi¬ 
tures made by an operator for wages, 
fuel, repairs, hauling, supplies, etc., inci¬ 
dent to and necessary for the drilling of 
wells and the preparaUon of wells for the 
producUon of oil or gas. Such expendi¬ 
tures have for convenience been termed 
Intangible drilling and development 
costs. They include the cost to operators 
of any drilling or development work i ex¬ 
cluding amounts payable only out of pro¬ 
duction or gross or net proceeds from 
production, which amounts ore depl^ 
able income to the recipient, and 
amounts properly allocable to cost of de¬ 
preciable improvements) done for them 
by contractors under any form of con¬ 
tract. Including turnkey contracts, 
amples of items to which this option 
applies are, all amounts i>ald for labor, 
^fuel, repairs, hauling, and suppH^* 
any of them, which are used (l> In ^ 
drilling, shooting, and cleaning of wells; 
(ii) in such clearing of gi‘ound, draining* 
road making, surveying, and geological 
works as are necessary in preparaUon f^ 
the drilling of wells; and (lii) in w 
construcUon of such derricks, tanks. 
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pipelines, and other physical Btnicturcs 
u are necessary tor the drlillna ot wells 
and the preparation of wcUs for the pro¬ 
duction of oil or gas. In general this 
option applies only to expenditures for 
those drilling and developing items which 
in themselves do not have a salvage 
value. For the purpose of this option, 
labor, fuel, repairs, hauling, supplies, etc., 
are not considered as having a salvage 
value, even though used in connection 
with the installation of improvements 
which have a salvage value. Included in 
this option are all costs of drillmg and 
dcvelomnent undertaken (directly or 
through a contract) by an owner of an 
operating interest whether incurred by 
him prior or suh8e<nM^nt to the formal 
grant or assignment to him of the oper¬ 
ating interest (a leasehold Interest, or 
other form of operating or working 
interest). 

(4) The principles of this paragraph 
may be illustrated by the foliovring ex¬ 
amples in each of which it is assumed 
that the parties have elected to be 
treated as individuals under section 761: 

rxampte (J). L. a aaslgn* an un- 

dinued oDe*half of hU interest In an oil and 
|ai lease to O who obligates himself to drill, 
equip, and operate a well thereon at hla own 
eo«c ind expense with the light to take all of 
the oU and gas (after royalties and produc* 
Uon payments) until complete payout; 
thereafter each party to assume his propor¬ 
tionate burden and receive his share of the 
oU and gas or the proceeds thereof. O has 
the whole operating interest throughout the 
complete payout period, and therefore, may 
expense the entire amount of the intangible 
driUing and development costs, provided he 
hii properly exercised his option to do so. 

rx9mpl9 (2). L, a lessee, assigns an undi¬ 
vided nae-fourth of his Interest in an oil and 
gu lease to O who obligates himself to drllh 
equip, and operate a well thereon at his own 
eoat and expense with the right to take all 
of tho oU and gas (after royalties and pro- 
docUoQ payments) until O has been re- 
imburaed, after meeting his operating costs, 
for OTM-hair of all eoeta of development. 
Thereafter, each party wlU assume hts pro¬ 
portionate burden and receive bis share 
of the oU and gas or the proceeds thereof, 
•o that h wUl thereafter pay three-fourths 
of the expenasa and receive three-fourUia ot 
the operating net Income from oU and gas. 
tod o wlU pay one-fourth of the expenses 
tad receive one-fourth of the operating 
art income from oil and gas. During the 
complete payout period O will receive a total 
ef five-eighths of the operating net Income 
^ne-hair plot one-fourth of one-half). 
Tbua, O may expense flve-elghths of his in- 
^^’Wible drlUing and development costs, pro¬ 
vided he has properly exercised his option to 
do lO. 

rtempU (2). L. a leasee, assigns an undi¬ 
vided one-half of hSs Interest in an oil and 
Vvs lease to O who obligates htroself to drill 
Jfid equip one well thereon, free of cost to 
L and O bear the production oosts equally 
•ad share equally In the oil and gas dla- 
inbutsble to this well from the beginning of 
J^uctlon. since O has only one-half of 
the operating net Income during the oom- 
Pw payout period, be may deduct only one- 
of the Intangible drilling and develop- 
ooati. provided he has properly cxcr- 
his option to do so. 

tompts (4). u s lessee, agrees that if O 
rfu drill and equip one well on L'S lease, free 
Jy to L, O shall take tho gross produc- 
hrom the lease or the proceeds thereof, 
^ ^ all production costs, imtll O has re¬ 
eved his costs of drilling and equipping the 
plus tlx percent Interest thereon. O has 
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no part of ths operating Interest and there¬ 
fore, cannot deduct any part of the in- 
tan^ble drilling and development oosts. 
Such costa must be capitalised aa OW cost ot 
his production payment in exchange for 
which he agreed to drill and equip one well. 

(b) Hccoveru of optional Items; if 
capitalized. (1) Items recoverable 
through depletion: n the taxpayer 
charges to capital account such expendi¬ 
tures as faU within the option, the 
amounts so capitalized are recoverable 
through depletion Insofar as they ore not 
represented by Improvcn^ts. For the 
purposes of this section the expenditures 
for clearhig ground, draining, road mak¬ 
ing, surveying, geological work, exca¬ 
vation. gliding and the drilling, shoot¬ 
ing. and cleaning of wells, are considered 
not to be represented by improvements, 
and when charged to capital account are 
returnable through depletion. 

(2) Items recoverable through depre¬ 
ciation; If the taxpayer charges such ex¬ 
penditures as fall within the option to 
capital account, the amoimts so capital¬ 
ized and not d^ucted as a loss are re¬ 
turnable through depreciation insofar as 
they are represented by improvements. 
Such expen^tures are amounts paid for 
wages, fuel, repairs, hauling, supplies, 
etc., used in the installation of casing and 
equipment and in the construction on the 
premises of derricks and other physical 
structures. 

(3) In the case of capitaltoed intangi¬ 
ble drilling and development costs in- 
cured under a contract, such costs shall 
be allocated between the foregoing classes 
of items specified in subparagraphs (1) 
and (2) of this paragraph for the purpose 
of determining the depletion and depre¬ 
dation allowances. 

(4) Election with respect to cost of 
nonproductive wells: If the operator has 
exercised the option under paragraph (a) 
of this section to capitalize intangible 
drilling and development costs, then an 
election Is accorded with respect to in¬ 
tangible drilling and development costs 
incurred in drilling a nonpi^uctive well 
Such costs Incurred in drilling a non¬ 
productive weU may be deducted by the 
tax];>ayer as an ordinary loss provided a 
proper election is made by a clear state¬ 
ment In the return for the first taxable 
year beginning after December 31, 1942, 
in which such a nonproductive well is 
completed. Such election with respect 
to intangible drilling and development 
costs of nonproductive wells whem made, 
shall be binding for all subsequent years. 
Thp absence of a clear indication in such 
return of an election to deduct as ordi¬ 
nary losses intangible drilling and devel¬ 
opment costs of nonproductive wells shall 
be deemed to be an election to recover 
such costs through depletion to the ex¬ 
tent that they are not represented by im¬ 
provements. and through depreciation to 
the extent that they are represented by 
improvements. 

(c) Nonoptional items dMinpuished — 
(1) Capital items. The option with re¬ 
spect to intangible drlUing and de¬ 
velopment costs does not apply to 
expenditures by which the taxpayer ac¬ 
quires improvements ordinarily consid¬ 
ered as having a salvage value. 
Examples of such items are the costs of 
the actual materials in those structures 
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which arc constructed In the wells and on 
the premises, and the cost of drilling 
tools, pipe, caMng. tubing, tanks, engines, 
boilers, machines, etc. The option does 
not apply to any expenditures for wages, 
fuel, repairs, hauling, supplies, etc., in 
connection with equipment, facilities, or 
structures, not Incident to or necessary 
for the drilling of wells, such as struc¬ 
tures for storing or ti*eating oil or gas. 
These arc capital Items and arc recover¬ 
able through depredation except that 
when they are a part of the taxpayer's 
depletable basis the costs thereof are 
recoverable through depletion. 

(2) Erpense items. Expenditures 
which must be charged off aa expense, 
regardless of the option provided by this 
section, are those for labor, fuel, resmlrs. 
hauling, supplies, etc.. In connection with 
the operation of the wrells and of other 
facilities on the premhes for the produc¬ 
tion of oil or gas. 

fd) Effect of option and election. 
This section does not grant a new option 
under paragraph (a) of this section or 
new election under paragraph (b) of this 
section. Any taxpayer who exercised an 
opUon or made an election under para¬ 
graph (b) of S 29.23 (m)-l6 of Regula¬ 
tions 111 (26 CPR (1939) Part 29) or 
paragraph (a) or (b) of S 39^3 (m)-16 
of Regulations 118 (26 CFR (1939) Part 
39). is. by such option or election, bound 
with respect to all Intangible drilling and 
development costs (whether made before 
January 1. 1954, or after December 31, 
1953) In connection with oil and gas 
propeities. See section 7807 (b) (2), 
Any taxpayer who has not made ex¬ 
penditures Id any taxable year beginning 
after December 31,-1942. for the develop¬ 
ment of oil and gas deposits and prior to 
his first taxable year beginning after 
December 31,1953, and ending after Au¬ 
gust 16. 1954, must exercise the option 
granted in paragraph (a) of this section 
with respect to intangible drilling and 
development costs in general in the re-, 
turn for the first taxable yecur In which 
the taxpayer pays or incurs such ex¬ 
penditures. In the case of a return filed 
for such first taxable year, tho time for 
exercising the option under paragraph 

(a) of this section or the election under 
paragraph (b) of this section shall in 
no case expire before the close of the 
90th day after the regulations adopted 
under section 812 are published in the 
PrasitAL Recistcii. For additional rules 
relating to elections in the case of [part¬ 
ners and partnerships, see section 703 

(b) and the regulations thereunder. 

§ 1.613 Statutory provisions: percent^ 
age depletion. 

Sec, 613. Percentage depletion —(a) Oen» 
eral rule. In the case of the mlnet, well*, 
and other natural depoalts lUted In lubaec* 
Uon (b). tba allowance for depletion under 
aeeUon 611 shall be the percentage, speciaed 
In subsection (b). of the gross income from 
the property excluding from such gross In¬ 
come an amount equal to any rents or 
royalties paid or Incurred by the taxpayer 
in respect of the properly. Such allow¬ 
ance shall not exceed 60 percent of the tax- 
jMyer's taxable Income from the property 
(computed without allowance for depletion!. 
In no case shall the allowance for depletion 
under section fill be less than It would be If 
computed without reference to this section. 
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(b) Peroeniagt depletion rates. The mines. 
welU. and other natural depoeiU. and the 
percentages, reterred to In subsection (a) are 
as follows: 

(1) 27^ percent—oil and gas wells. 

(2) 23 percent— 

(A) SuUur and uranium: and 

(B) If from deposits In the United 
States—anorthosite (to the extent that 
alumina and aluminum compounds are ex¬ 
tracted therefrom), asbestos, bauxiu. beryl, 
celestlte. chromite, corundum, fluorspar, 
graphite. Umenlte. kyanlte. mica. ollTlne. 
quarts crystals (radio grade), rutile, block 
steatite tale, and slrcon. and ores of the 
following metals: antimony, bismuth, 
cadmium, cobalt, oolumblum, lead, lithium, 
manganese, mercury, nickel, platinum and 
platinum group metals, tantalum, thorium, 
tin. titanium, tungsten, vanadium, and 
dnc. 

(3) 15 percent—ball clay, bentonite, china 
clay, sagger clay, metal mines (If paragraph 

(2) (B) doea not apply), rock as^aic. and 
verm tcul Its. 

(4) 10 percent—asbestos (If paragraph (2) 
(B) does not apply), bruclte. coal, lignite, 
perlite, eodlum chloride, and wollastonlte. 

(5) 6 percent— 

(A) Brick and tile day. gravel. moUuik 
shells (Including dam shells and oyster 
shells), peat, pumice, sand, scoria, shale, 
and stone, except stone described in para¬ 
graph (0); and 

(B) If from brine wells—bromine, cal- 
dum chloride, and magnesium chloride. 

(6) 15 percent—all other minerals (In¬ 
ducting. but not limited to. apllte, baiite. 
borax, calcium carbonates, refractory and 
fire clay, dlatomaceous earth, dolomite, 
feldspar, fullers earth, garnet, gllsonlte, 
granite, limestone, magnesite, magnesiiun 
carbonates, marble, phosphate rock, potash, 
quartette, slate, soapetone, stone (used or 
sold for use by the mine owner or operator 
as dlmenalon atone or ornamental stone), 
thenardiu. trlpoll, trona. and (If paragraph 
(2) (B) doea not apply) bouxlte. beryl, flake 
graphite, fluorspar. lepldoUte. mica, apexiu- 
mens, and talc, including pyrophylUte). ex¬ 
cept that, unless sold on bid in direct com¬ 
petition with a bona fide bid to sell a mineral 
listed In paragraph (3). the percentage shall 
be 5 percent for any such other mineral 
when used, or sold for use. by the mine owner 
or operator as rip rap. ballast, road material, 
rubble, concrete aggregates, or for similar 
purposes. For ptirposee of this paragraph, 
the term **all other minerals** does not in¬ 
clude— 

(A) Soil, sod. dirt, turf, water, or mosses; 
or 

(B) Minerals from sea water, the air, or 
similar inexhatistlble sources. 

( 0 ) Definition of gross Income from prop^ 
arty. For purposes of this section— 

(1) Gross income from the property, Tha 
term ^grose Income from the property** 
means, in the case of a property other than 
an oil or gas well, the gross income from 
mining. 

(2) Mining. The term ‘‘mining** includes 
not merely the extraction of the ores or 
minerals from the ground but also the ordi¬ 
nary treatment processes normally applied 
by mine owners or operators in order to ob¬ 
tain the commercially marketable mineral 
product or producM. and so much of the 
transportation of ores or minerals (whether 
or not by common carrier) from the point 
of extraction from the ground to the plants 
or mills in which the ordinary treatment 
processes are applied thereto as Is not In 
excess of 60 miles unless the Secretary or 
his delegate finds that the physical and other 
requirements are such that the ore or min¬ 
eral must be transported a greater distance 
to such plants or mills. 

(3) Extraction of the ores or minerals from 
the ground. The term ''extraction of the 
ores or minerals from the ground** Includca 


the extraction by mine owners or operators 
of ores or minerals from the waste or residue 
of prior mining. The preceding sentence 
shall not apply to any such extraction of the 
mineral or ore by a purchaser of such waste 
or residue or of the rights to extract ores or 
minerals therefrom. 

(4) Ordinary treatment processes. The 
term ‘‘ordinary treatment processes** includes 
the following: 

(A) In the case of coal—cleaning, break¬ 
ing. slslng. dttst allaying, treating to prevent 
freering. and loading for shipment; 

(B) In the case of sulfur recovered by 
the Frasch process—pumping to vats, cool¬ 
ing, breaking, and loading for shipment; 

(C) In the case of iron ore, bauxite. bxiU 
and sagger clay, rock asphalt, and minerals 
which are customarily sold in the form of 
a crude mineral product—eortlng. concen¬ 
trating. and sintering to bring to shipping 
grade and form, and loading for shipment; 

(D) In the case of lead. zinc, copper, gold, 
silver, or fluorspar ores, potash and ores 
which are not customarily sold In the form 
of the crude mineral product—crushing, 
grinding, and beneflclatlon by concentration 
(gravity, flotation, amalgamation, electro¬ 
static. or magnetic), cyanldatloo. leaching, 
crystallixatlon. precipitation (but not includ¬ 
ing as an ordinary treatment process electro¬ 
lytic deposition, roasting, thermal or eleotrlo 
smelting, or refining), or by subetanUally 
equivalent processea or corobmatlon of proc¬ 
esses used In the separation or extracUon of 
the product or products from the ore. Includ¬ 
ing the furnaclng of quicksilver ores; and 

(B) *rhe pulveiixatlon of talc, the burning 
of magnesite, and the sintering and noduUx- 
Ing of phosphate rock. 

S 1.613-1 Percentage depletion; gen¬ 
eral rule. In the case of a taxpayer 
computing the dcxluction for depletion 
under section 611 with respect to min¬ 
erals on the basis of a percentage of 
gross income from the property, as de¬ 
fined In section 613 (c) and i 1.613-3, 
such deduction shall be the percentage 
of such gross income as specified in sec¬ 
tion 613 (b) and f 1.613-2. The deduc¬ 
tion shall not exceed 50 percent of the 
taxpayer's taxable Income from the 
property (computed without allowance 
for depiction). Such taxable income 
shall be computed in accordance with 
i 1.613-4. In no case shall the deduc¬ 
tion for depletion computed under this 
section be less than the deduction com¬ 
puted upon the cost or other basis of the 
property provided in section 612 and the 
regulations thereunder. The apportion¬ 
ment of the deduction between the sev¬ 
eral owners of economic interests in a 
mineral deposit will be made as provided 
in ( 1.611-1 (c). For rules with respect 
to *"gros8 income from the property**, see 
S 1.613-3. For definitions of the terms 
•‘property”, ‘‘mineral deposit”, and '‘min¬ 
erals**. see n.611-1 (d). See 8 1.613-3 
(c) (7) for definition of the term 
'•mining*'. 

8 1.613-2 Percentage depletion rates — 
(a) In general. Subject to the provisions 
of paragraph <b> of this section and as 
provided in section 613 (b), in the case 
of mines, wells, or other natural de¬ 
posits. a taxpayer may deduct as an 
allowance for depletion under section 
611 the percentages of gross income from 
the property as set forth In the follow¬ 
ing subparagraphs (1). (2). and (3) of 
this paragraph: 

<1) Without regard to situs of de¬ 
posits. The following rates are appli¬ 


cable to the minerals listed herein re¬ 
gardless of the situs of the deposits from 
which the minerals are produced: 

<1) 2714 percent—Oaa wells, oil wells. 

(11) 23 percent—Sulphur, uranium. 

(Ul) 16 percent—Ball clay, bentonite, 
china clay, metal mines,* sagger clay, rock 
asphalt, vermlcullte. 

(Iv) 10 percent—Asbestoe.* brucite. coat, 
lignite, perUte, sodium chloride, wollastonlte. 

<v) 6 percent—Brick and tile clay, gravel, 
mollusk sheila (Including clam ahella and 
oyster shells), peat, pumice, sand, aoorla, 
shale, atone (except dimension or orna¬ 
mental stone). 

If from brine wells—Bromine, coldum 
chloride, magnesium chloride. 


(2) Production from United States de¬ 
posits. A rate of 23 percent Is applicuble 
to the minerals listed below if produced 
from deposits within the United States: 


Anorthoelte.* 

Asbestoa. 

Bauxite. 

Beryl. 

Celestlte. 

Chromite. 

Corundum. 

Fluorspar. 

Oraphlto. 


Umenlte. 

Kyanlte. 

Mloo. 

Olivine. 

Quorta crystals (ra¬ 
dio grade). 
Rutile. 

Block ateatite talc. 
Zircon. 


ores of the following metals»— 


Antimony. 

Bismuth. 

Cadmliun. 

Cobalt. 

Columblum. 

Lead. 

Lithium. 

Manganeeo. 

Mercury. 

Nickel. 


Platinum. 
Platinum group 
metals. 
Tantalum. 
Thorium. 

Tin. 

•Titanium. 

Tungsten. 

Vanadium. 

Zlno. 


»The rate prescribed In this subparagraph 
does not apply except for the producUou of 
alumina and aluminum compounds. 

* Applicable only to the extent such metals 
ore pr^uced. 


(3) Other minerals. A rate of 15 per¬ 
cent is applicable to the minerals listed 
below regardless of the situs of the de¬ 
posits from which the minerals wre pro¬ 
duced. provided the minerals aie not 
used or sold for use by the mine owner 
or operator as rip rap, ballast, road ma¬ 
terial. rubble, concrete aggregates, or 
for similar purposes. If, however, the 
minerals listed below are sold or used for 
the purposes described in the preceding 
sentence, a rate of 5 percent is applicable 
to any of such minerals unless sold on 
bid in direct competition with a bow 
fide bid to sell any of the minerals listed 
in subdivision (ill) of subparagraph (1> 
of this paragraph, in which case the rate 
is 15 percent. In addition, the provisions 
of this subparagraph are not appUcaWj 
with respect to any of the minerals listed 
below If the rate prescribed In subpara¬ 
graph (2) of this paragraph Is applica¬ 
ble: 

Apllte. Calcium carhonat^ 

Barite. aay. refractory sod 

Bauxite.* fire. 

Bcry.» Dlalomaccoua earth- 

Borax. Dolomite. 

*The provUlons of thu iubparograph 
not appUcoble if the rate preecribed in 
paragraph (2) of this paragraph U appUcaoie. 


• Not, appUcble If th. rat* 
•ubparigraph (2) of thU paragraph is opp 

cable. 
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Frlctoptr. 

FUkc grtphite.* 
Fluoripiir.* 

FuUeni earth. 

QamtU 

Olltootte. 

Oranite. 

LfpldoUta.* 
limestone. 
MAgncsIto, 
MAgnetlum e&rbon< 
atee. 

Marble. 

Mlca.> 


Phosphate rook. 
Potash. 

Quartstte. 

Blate. 

Soapstone. 

6podumene.> 

Stone (dimension or 
ornamental).* 
Talc* (Including 
phjrrophylllte). 
Thenardlte. 

TripoU. 

Trona. 

All other mineralt. 


>The proTliloiui of this subparagraph are 
not applicable if the rate preecrlbed In sub- 
paragraph (3) of this paragraph Is applicable. 

* The 15 percent rate U applicable only to 
stone used or sold for use by the mine owner 
or operator as dimension atone or ornamental 
stone. 


(b) DeAnition of terms. (1) For pur- 
poaes of this section the minerals Indi¬ 
cated below shall have the following 
meanings: 

(1) Clay, brtek and tile—Clay of a 
type ordinarily used or sold for use in 
the munufacture of common brick, drain 
and roofing tile, sewer pipe, flower pots 
and kindred products. 

(il> Pumice—All pumice including 
pumicite. 

(ill) Scoria—Only scoria produced 
from natural deposits. 

(2) For purposes of this section, the 
term “United States” means the States, 
the Territories of Alaska and Hawaii, 
and the District of Columbia. See sec¬ 
tion 7701 (a) (9). 

(3) For purposes of this section, the 
terra “dimension stone** means blocks 
and slabs of natural stone cut to definite 
ihnpes and sizes, and subsequently used 
or sold for such uses as building stone 
(excluding rubble), monumental stone, 
paring blocks, curbing and flagging. For 
purposes of this section, “ornamental 
atone** means blocks and slabs of nat¬ 
ural stone cut to definite shapes and sizes 
and subsequently used or sold for use 
tor making ornaments or statues. 

(4> For purposes of this section, the 
term ‘‘all other minerals’* does not in¬ 
clude (i) soil, sod. dirt, turf, water, or 
mosses; or (ID minerals from sea water, 
the air. or similar Inexhaustible sources. 
Hoaever, the term “all other minerals** 
la not limited in meaning to the minerals 
hated in section 613 (b), but includes all 
uther minerals (except those to which a 
apeclflc percentage rate applies under 
aubparagraphs (11, (2), (3). (4>, and 
(6) of section 613 (b)): For example, 
aypsum, novacullte. natural mineral pig¬ 
ments, quartz sand and quartz pebbles 
^hen used or sold for purposes depend- 
«it upon their chemical or refractory 
properties, graphite, and kyanite (If sec¬ 
tion 613 (b) (2) (B) does not apply), 
anorthoisite to the extent that 
alumina and aluminum compounds are 
Pot extracted therefrom. *rhe 15 per¬ 
cent rale applies to such “all other mln- 
when used or sold for use by the 
m^ owner or operator for purposes 
lirf^ ao rip rap, ballast, road ma- 
jcnal. rubble, concrete aggregates, or 
tor similar purposes. When any such 
tPinerals are us^ or sold for use by the 
JPine oa*ner or operator as rip rap, bol- 
road material, rubble, concrete ag- 
or for similar punx)ses, the 
No. 216—a 


5 percent rate applies except that. w*hen 
sold for such use by the mine owner or 
operator on a bid in direct competition 
with a bona fide bid to sell a mineral 
listed in section 613 (b) (3). the 15 per¬ 
cent rate applies. For example, lime¬ 
stone sold on a bid in direct competition 
with a bona fide bid to sell rock asphalt 
for road building purposes may be en¬ 
titled to a 15 percent rate. In every case 
the taxpayer must establish to the satis¬ 
faction of the district director that there 
was a bona fide bid to sell a mineral 
listed under section 613 (b) (3) by a 
person other than the taxpayer, and 
that the mineral sold by the taxpayer 
was sold on a bid in direct competition 
with such bona fide bid to sell such other 
material. 

<c) Rules for application of paraoraph 
(a) of this section. (1) In no case may 
the allowance for depletion computed 
upon the basis of a percentage of gross 
income from the property exceed 50 per¬ 
cent of the taxpayer's taxable income 
from the property (computed without 
allowance for depletion). For rules re¬ 
lating to the computation of such taxable 
income, see i 1.613-4. 

<2) In cases in which there are pro¬ 
duced from a mineral property two or 
more minerals, each entitled to a differ* 
ent percentage depletion rate under sec¬ 
tion 613 (b) and this section, the per¬ 
centage depletion allowance is the sum 
of the results obtained by applying the 
percentage applicable to each mineral to 
the. “gross income from the property** 
attributable to such mineral. The sum 
so computed is subject to the limitation 
provided in section 613 (a) and 11.613-1, 
that is. 50 percent of the taxpayer's tax¬ 
able Income from the property (com¬ 
puted without allowance for depletion). 
Such taxable Income (computed In ac¬ 
cordance with i 1.613-4) is the total tax¬ 
able income resulting from the sale of all 
minerals produced from the mineral 
property. The provisions of this sub- 
paragraph may illustrated by the fol¬ 
lowing example: 

Siam pie. Pyrlte. an Iron aulflda, may ba 
«old for either lU sulphur content or Its iron 
content, or both. Sulphur Is entitled to a 
percentage depletion deduction baaed on 23 
percent of gross Income from the property 
whereas the percentage depletion deduction 
for Iron U based on 16 percent of such gross 
Income. Therefore, in the case of a taxpayer 
who sells pyrlte for both iu sulphur and 
iron content, 23 percent of his gross Income 
from sulphur plus 15 percent of bis gross 
income from lion would bo his maximum 
allowable percentage depletion deduction. 
However, this maximum deduction would be 
subject to the limitation provided for In 
section 613 (a). 1. e., 60 percent of **taxable 
Income from the property (computed with¬ 
out allowance for depletion)”, such taxable 
Income being the overall taxable Income 
recultlng from the sale of both minerals 
conUlned in the deposit. 


(3) The percentage rates set forth In 
this section are applicable only for tax¬ 
able years beginning after December 31, 

1953. and ending after August 16. 1954. 
See section 7851 (a) (1) (A). For per¬ 
centage rates applicable to minerals for 
w’hich percentage depletion Is allowable 
for taxable years beginning before Janu¬ 
ary 1, 1954, or ending before August 17, 

1954, see f 39.23 (m)-6 of Regulations 
118 (26CPR (1939) Part 39). 

<4) Percentage depletion Is not allow¬ 
able with respect to the Income from a 
disposal of coal (including lignite) with 
a retained economic interest to the ex¬ 
tent that such Income is treated as from 
a sale of coal under section 631 (c) and 
the regulations thereunder. Rents or 
royalties paid or Incurred by a taxpayer 
with respect to coal (Including lignite) 
shall be excluded by such taxpayer in 
determining *'gross income from the 
property* without regard to the treat¬ 
ment under section 631 (c) of such rents 
and royalties in the hands of the 
recipient. 

(5) (i) In all coses there shall be ex¬ 
cluded In determining the “gross income 
from the property** an amount equal to 
any rents or royalties (which are de- 
pletable income to the payee) which are 
paid or Incurred by the taxpayer in re¬ 
spect of the property and ore not other¬ 
wise excluded from “gross Income from 
the property". The following example 
illustrates this rule: 

Siampie. A leases coal b«arlz\g lands to B 
on ecmdlUon that B wUl annually pay a 
royalty of 26 cents a ton on coal mined and 
sold by B. During the year 1066, B mines 
and Belli f. o. b. mine 100.000 tons of coal 
for $600,000. In computing “gross Income 
from the property for the year 1056. B wlU 
exclude $26,000 (100.000 tonsX$0JS) In com¬ 
puting his allowable percentage depletion 
deduction. B*b allowable percentage deple¬ 
tion deduction (vrltbout reference to the 
limitation based on taxable income) for the 
year 1966 will be $67,500 (($600.000-$35,000) 
XIO percent). 

(il) If bonus pajrments have been paid 
Introspect of the property in any taxable 
year or any prior taxable years, there 
shall be excluded in determining the 
“gross Income from the property**, an 
amount equal to that part of such pay¬ 
ments which is allocable to the product 
sold during the Uxable year. The 
following example Illustrates this rule: 

Example. In 1966, A leases oU bearing 
lands to B. receiving $200,000 as a bonus 
and reserving a royalty of one-eighth of the 
proceeds of all oU produced and sold. It 
Is estimated at the time the lease is entered 
Into that there are 1.000.000 barrels of oil 
recoverable. In 1966. B produces and sells 
100.000 barrels for $240,000. In computing 
his “gross income from the property” for 
the year 1966, B will exclude $30,000 of 
$240,000), the royalty paid to A and $20,000 




100.000 bbU. sold 


,000.000 bbU. mUmated to be available 


X $200,000 )M>nu5 


the portion of the bonus aUocsble to the oU 
produced and sold during the year. How¬ 
ever, In computing Bs taxable Income under 
section 63. the $20,000 aUrlbutable to the 
bonus payment shall not bs either excluded 
or deducted from B*s grose Income computed 
under section 61. (See 11.612>3 (a) (8).) 


(HD If advanced royalties have been 
paid In respect of the property in any 
taxable year the amount excluded from 
••gross income from the property** for 
the current taxable year on account of 
such payment shall be an amount equal 
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to the deduction for Ruch taxable year 
taken on account of such payment pur« 
suant to 11.612-^ (b) (3). 

Bzample. If B In example (3) In 11.613-3 

(b) (4). eleeu to deduct In 1956 the 910,000 
paid to A In that year, he muat exclude the 
tame amount from **groat income irom the 
property** In 1956: however, il B elects to 
defer the deduction until 1957 when ho 
mined and told the mineral, he muit exclude 
the 910.000 from "groea income from the 
property** In 1957. 

I 1.613-3 Gross income from the prop* 
erty —^a) Oil and gas wells. In the ca^e 
of oil and gas wells. **gross income from 
the property*', ze used in section 613 

(c) (1). means the amount for which 
U;o ta.xpayer sells the oil or gas in the 
Immediate vicinity of the welL If the 
oil or gas is not sold on the premises 

..but is manufactured or converted Into 
a refined product prior to sale, or is 
transported from the premises prior to 
sale, the gross income from the property 
shall be assumed to be equivalent to the 
representative market or field price of 
Die oil or gas before conversion or trans¬ 
portation. 

(b) Gross income from mining. (1) 
The term ''gross Income from the prop¬ 
erty". as used in section 613 <c) <I), 
means, in the cose of a property (other 
than an oil or gas property), gross in¬ 
come from mining. Por the purposes 
of this paragraph, transportation which 
Qualifies as "mining" will be referred to 
as "mining transportation" and trans¬ 
portation which does not qualify as 
"mining" will be referred to as "non- 
mining transportation". (See paragraph 
(c) (7) of this section for definition of 
the term •'mining".) 

(2) "Gross income from mining** is the 
portion of the taxpayer's gross income 
which Is attributable to the extraction 
of the minerals from the mine, the ap¬ 
plication to the crude mineral product 
(see paragraph CO (1) of this sccUbn) 
of ordinary treatment processes (see 
paragraph Cd) of this section) aiKi min¬ 
ing transportation. 

C3) Examples of the application of 
the rule described in subparagraph (2) 
of this paragraph follow: 

(1) If a taxpayer sells 

(а) The crude mineral product with¬ 
out any transportation costs having been 
incurred, or 

<b) The processed mineral product 
(see f 1.613-3 <c) (2)) without any 
transportation costs having been in¬ 
curred. or 

CO The processed mineral product as 
to which only mining transportation 
costs have been incurred, 

"gross income from mining" means the 
amount for which such mineral product 
was sold. 

(li) If a taxpayer sells— 

(a> The crude mineral product os to 
which transportation costs have been 
incurred, or 

(б) The manufactured product (see 
paragraph <c) (3) of this secUon) as to 
which no ordinary treatment processes 
were applied and no transportation costs 
were incurred, or 

<c) The manufactxired product as to 
which no ordinary treatment processes 


were applied and transportation costs 
were incurred. 

"gross income from mining" means the 
market price (as of the date of the sale 
of the mineral product referred to in 

(a) of this subdivision and the manu¬ 
factured products In (b) and (c) of this 
subdivision) of the untransported crude 
mineral product referred to in (a) of this 
subdivision, or the untransported crude 
mineral product used to produce the 
manufactured products referred to in 

(b) and (c) of this subdivision. 

(ill) If a taxpayer sells— 

(ai The processed mineral product as 
to which only non-mining transporta¬ 
tion costs have been incurred, or 

(b) The prccesrcd mineral product as 
to which both mining and non-mining 
transportation costs have been incurred, 
or 

(c) The manufactured product as to 
which ordinary treatment proccjacs have 
been applied and no transportation costs 
have been incurred, or 

(d) The manufactured product as to 
which ordinary treatment processes hove 
been applied and only mining transpor¬ 
tation costs have been Incurred, or 

(c) The manufactured product as to 
which ordinary treatment processes have 
been applied and only non-mining trans¬ 
portation costs have been incurred, or 

(/) The manufactured product as to 
W'hich ordinary treatment processes have 
been applied and both mining and non- 
mining transportation costs have been 
incurred. 

"gross Income from mining" means the 
market price (as of the date of sale of 
the products referred to in (a) through 
</). of this subdivision) of a processed 
mineral product obtained by applying to 
the crude mineral product the ordinary 
treatment processes actually applied and 
mining transportation costs actually in¬ 
curred by the taxpayer to produce the 
particular mineral product described In 

(a), (b). (e), <d>, (e). and (/) of this 
subdivision. 

(4) The mineral product to which the 
market price (referred to In subdivisioDs 
(ii) and (ill) of subparagraph (3) of 
this paragraph) is applied is designated, 
herein, as the "gross income product". 
For the purpose of this paragraph the 
term "market price" means the price 
(as of the date the taxpayer actually 
sells hJs crude mineral product or proc¬ 
essed mineral product or manufactured 
product, as the case may be) at which 
the gross income product is sold com¬ 
mercially in the vicinity of the tax¬ 
payer's mine. Hovrever. in no case shall 
the market price of the gross income 
product exceed the amount actually 
realized from the gross income product. 
If there are no such commercial sales 
In such area, then the market price 
of the gross income product (as of the 
date the taxpayer sells his crude min¬ 
eral product or processed mineral prod¬ 
uct or manufactured product as the case 
may be) must be determined by the 
use of other appropriate methods with 
the objective of determining as accu¬ 
rately as practicable the price at which 
such gross income product would be 
sold if such commercial sales existed. 


Among such methods that may be ap¬ 
propriate. depending on the circum¬ 
stances of each Individual case, are tho 
following: 

(1) Comparison with the prices at 
which crude mineral products or proc¬ 
essed mineral products similar to tho 
taxpayer's gross Income product are sold 
commercially In the vicinity of the tax¬ 
payer's mine with proper adjustment 
being made for material diilerences, if 
any. between the taxpayer's gro&s In¬ 
come product and the products sold 
commercially (such os dificreDces in 
kind or grade or mineral content or or¬ 
dinary treatment processes involved or 
transportation costs between mine and 
market or relative volume of sales). 

(ii) Comparison with the prices at 
which crude mineral products or proc¬ 
essed mineral products identical or sim¬ 
ilar to the taxpayer's gross income prod¬ 
uct are sold commercially in other areas, 
with proper adjustments being made 
for material differences, if any. between 
the taxpayer's gross Income prikluct and 
the products sold commercially (such as 
differences in kind or grade or minenU 
content or ordinary treatment procesv:^ 
involved or transportation costs between 
mine and market or relative volume of 
sales). 

(ill) Computation based on the tax¬ 
payer's costs of producing the gross In¬ 
come product plus a rate of profit (de¬ 
termined to be appropriate) per imit of 
product, per dollar of cost, or per dollar 
of investment in mining. Such rate of 
profit may be ascertained: 

(a) By comparison with the rate of 
profit currently realized on oommerci il 
sales of Identical or similar crude min¬ 
eral products or processed mineral prod¬ 
uct, or 

(b) By comparisem with the rate of 
m*ofit currently realized by the Uxpa>cr 
on sales of his products, or 

(c) By comparison with a rate of 
profit ascertaiiMd by any other appro¬ 
priate method. 

In utilizing comparative prices for the 
determination of market prices, greater 
weight should be given to prices (i) of 
commercial sales made closest In time to 
the sale of the mineral product by the 
taxpayer. (2) of mineral producU most 
nearly similar to the gross income prod¬ 
uct of the taxpayer, and (J) of mineral 
products sold commercially In artos 
closest to the mines of the taxpayer, in 
utilizing the taxpayer’s costs of produc¬ 
ing the gross income product in deter¬ 
mining its market price, only costs 
actually incurred shall be taken Into con¬ 
sideration. Such costs will usually be 
reflected on the books and records the 
taxpayer maintains for cost control and 
other ordinary business purposes. Cer¬ 
tain deductions allowed for tax purposed 
In the nature of special incentives, such 
as that of accelerated amortization ox 
emergency facilities under section 166, 
for exploration and development ex¬ 
penditures under sections 615 (a), and 
616 (a), respectively, and similar deduc¬ 
tions. would not ordinarily be taken Into 
consideration in determining market 
prices as set out above. 

(6) The rule with respect to manu¬ 
factured producU described in subpara- 
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graph (3) (il) (5). and (c) and (ill) (c>, 
(d), <«), and if) and subparagraph (4> 
of this paragraph that the market price 
of the gross income product must be 
computed as of the date that such manu¬ 
factured product is sold by the taxpayer 
shall not apply in cases where the tax¬ 
payer shows to the satisfaction of the 
Commissioner that it is impractical and 
unrealistic to require him to compute 
the market price of the gross income 
product' as of the date he sells the end 
product In such exceptional cases, the 
taxpayer may compute the market price 
as of the date he transports the gross 
income product fi'om the premises of the 
mine to the manufacturing facilities. A 
taxpayer shall employ this method only 
so long as he can demonstrate his in¬ 
ability reasonably to compute the market 
price of his gross income product as of 
the date he the manufactured prod¬ 

uct and only to the extent that there 
results no distortion of the allowance 
for depletion. Any taxpayer employing 
this method must consistently compute 
cost depletion by using as the number 
of units of mineral sold, the same num« 
ber of units used in the determination 
of the gross income product transported 
from the premises of the mine. 

t6) To the return of a taxpayer com¬ 
puting gross Income from mining under 
subparagraph (4) of this paragraph, 
there shall be attached a statement de¬ 
scribing the gross Income product in¬ 
volved and the method or methods em¬ 
ployed by the taxpayer in determining 
the market price of the gross income 
product Such statement shall include: 
Cl) If comparative prices were used— 
<«) The prices so used, and 
cb> Any adjustments that were made 
because of differences between taxpay¬ 
er's gross income product and the min¬ 
eral product used for comparison. 

Cil) If costs were used— 

Co) The costs so used, 

<b> The rate of profit applied. 

Cc) The method used in determining 
the rate of profit, and 
id) Any comparative rates of profits 
used and the reasons for their use. 

(Ui) If any other method or combina¬ 
tion of methods were employed, complete 
details and computations involved in 
these methods, and 
'iv) Any additional data necessary 
lor a complete understanding of the 
method or methods employed and the 
computations involved in determining 
the market price. 

(c) Definitions of terms applicable to 
jffois income from minina^ Where used 
m wcUon 613 <c) and paragraphs (b) 
Mul 'c> of this section, the term— 
ci> ‘‘Crude mineral product'* means 
the mineral In the form In which it 
emerges from the mine. 

C2> "Processed mineral product’* 
mineral product which is ob- 
wned by application to the crude min- 
product of one or more of the ordi- 
‘mry treatment processes. 

^3) "Manufactured product'* means 
which is obtained by the 
plication to the crude mineral prod- 
processed mineral product of 
PWwses which arc not ordinary treat¬ 
ment processes. 


M) •'Mineral product'* means the 
crude mineral product or processed 
mineral product. 

(5) "Commercially marketable min¬ 
eral product or products" means the 
mineral product or products sold by the 
taxpayer or used by him in his trade or 
business whether in the form of crude, 
or processed mineral product. 

(6) "Mine oa*ners or operators" refers 
to taxpayers who are engaged in mining 
as defined in subparagraph <7) of this 
paragraph. Where a taxpayer both en¬ 
gages in mining and applies to the crude 
mineral product or processed mineral 
product processes other than ordinary 
treatment processes, he is a "mine owner 
or operator" with respect to the extrac¬ 
tion of minerals from the mine and the 
application to such minerals of ordinary 
treatment processes, but with respect to 
the application of other than ordinary 
treatment processes he is a manufac¬ 
turer. Thus, the term ‘‘mine owners or 
operators" in the term "ordinary treat¬ 
ment processes normally applied by mine 
owners or operators" refers to the tax¬ 
payer in his cap^lty as an operator of a 
mine and not * in his capacity as a 
manufacturer. 

(7) "Mining" includes not only the ex¬ 
traction of ores or minerab (other than 
oil and gas) from the ground but also 
the ordinary treatment processes which 
are normally applied by mine owners or 
operators to the crude mineral product 
after extraction to obtain the commer¬ 
cially marketable mineral product or 
products. The term "mining" also in¬ 
cludes so much of the transportation of 
ores or minerab (w’hethcr or not by 
common carrier) from the point of ex¬ 
traction from the ground to the plants 
or milb in which ordinary treatment 
processes are applied thereto as b not in 
excess of 50 miles, and. if the Commis¬ 
sioner finds that both the physical and 
other requirements arc such that the ore 
or mineral must be transported a greater 
dbtance to such plants or milb. the 
transportation over such greater db¬ 
tance. (See paragraph (e> of thb sec¬ 
tion for filing of application to treat 
transportation in excess of 50 miles as 
mining.) 

(8) "Extraction of ores or minerab 
from the ground" means not only the ex¬ 
traction of ores or minerab from a de¬ 
posit. but also the extraction by mine 
owners or operators of ores or, minerab 
from waste or residue of prior mining. 
The preceding sentence does not apply 
to any such extraction of ores or minerab 
by the purchaser of such waste or residue 
or the purchaser of the rights to extract 
ores or minerab from such waste or resi¬ 
due. The term ’'purchaser" does not 
apply to any person who acquires mineral 
property. Including such waste or resi¬ 
due. in a tax-free exchange, such as a 
corporate reorganization, from a person 
who w'as entitled to a depletion allow^- 
ance upon ores or minerab produced 
from such waste or residue. The term 
"purchaser" abo does not apply to a 
lessee, upon the renewal of a mineral 
lipase without an intervening lapse, if the 
lessee was entitled to a depletion allow¬ 
ance upon ores or minerab produced 
from such waste or residue before re¬ 


newal of the lease. It b not necessary, 
for purposes of the preceding sentence, 
that the mineral lease contain an option 
for renewal. The term "purchaser" 
does include a person who acquires such 
waste or residue in a taxable transaction, 
even though such waste or residue b ac¬ 
quired merely as an incidental part of 
the entire mineral enterprise. It b im¬ 
material whether the waste or residue 
result from the process of extraction 
from the ground or from application of 
the ordumry treatment processes pro¬ 
vided for in paragraph (d) in this sec¬ 
tion. However, extraction of ores or 
minerab from waste or residue which re¬ 
sults from processes which are not allow¬ 
able as ordinary treatment processes b 
not treated as mining. For special rules 
with respect to certain corporate acquisi¬ 
tions referred to in section 381 (a), see 
section 381 (o) (18) and the regulations 
thereunder. 

(d) Ordinary treatment processes^ 
(1) InyeneraL Section 613 (O (2) pro¬ 
vides as a general rule that the term 
•'mining" includes not merely the ex¬ 
traction of ores or minerab from the 
ground but abo the ordinary treatment 
processes normally applied by mine own¬ 
ers or operators to obtain the* commer¬ 
cially marketable mineral product or 
products and certain mining transpor¬ 
tation described in paragraph (c> (7) 
of thb section. In amplification of this 
general rule, section 613 (c) (4) ibis 
a number of specific ores and minerab 
and certain designated processes which, 
when applied to such specific ores and 
minerab. may be treated as mining. In 
addition, that section abo lists two gen¬ 
eral classes of ores or minerab and a 
number of processes which when applied 
thereto will abo be treated as mining. 
These general classes are; (i> Minerab 
(Including ores) customarily sold in the 
form of a crude mineral product and 
(ii) ores which are not customarily sold 
in the form of the crude mineral prtxluct. 
In the case of these two classes, the 
processes prescribed are generally de¬ 
scriptive of the types of processes nor¬ 
mally applied by mine owners or oper¬ 
ators in general as part of their mining 
operations for the purpose of separating 
the mineral or ore from waste or from 
other mineral or ore and to put the 
mineral or ore in condition suitable for 
idiipment. Accordingly, in the case of 
any mineral or ore not specifically des¬ 
ignated in section 613 (c) (4) the proc¬ 
esses which may be treated as mining will 
depend on its classification and the form 
in which it b customarily sold. If the 
product sold b a mineral that b cus¬ 
tomarily sold in the form of a crude 
mineral product, the processes described 
in subparagraph (2) (Ui) of thb para¬ 
graph may be treated as mining, and if 
the product sold b an ore that b not 
customarily sold in the form of a crude 
mineral product, the processes described 
in subparagraph (2) (iv) of thb para¬ 
graph may be treated as mining. In any 
case, where the product sold b a mineral 
that b not customarUy sold In the form 
of a crude mineral product the term **or- 
dinary treatment processes" which may 
be treated as mining refers only to proc¬ 
esses of the type which mine owners or 
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operators, as a class, would normally 
or ordinarily apply as an Incident of 
mining, as distinguished from manufac¬ 
turing. In such case, the processes inci¬ 
dent to mining ai^ those processes ap¬ 
plied for the purpose of separating a 
mineral or ore from waste or other min¬ 
erals or ores and the conditioning thereof 
for shipment For example, if the tax¬ 
payer is in an Industry which customarily 
is engaged in mining, manufacturing, 
and the sale of only manufactured prod¬ 
ucts, such as finished clay products, the 
only processes applied to the crude min¬ 
eral product which may be treated as 
mining are those described in the pre¬ 
ceding sentence since the products sold 
are classified as minerals not sold in the 
form of a crude mineral product 

(2) De/lnition of ordinary treatment 
S>rocesses. Where used In section 613 Cc> 
and paragraphs <b) and (c) of this sec- 
lion. the term “ordinary treatment proc¬ 
esses'* means— 

(i) In the case of coal—cleaning, 
breaking, sl^ng. dust allaying, treating 
to prevent freezing and loading for ship¬ 
ment; 

(11) In the case of sulfur recovered by 
the Frasch process—pumping to vats, 
cooling, breaking and loading for ahip- 
ment; 

(liD In the case of iron ore. bauxite, 
ball and aagger clay, rock asphalt and 
minerals which are customarily sold in 
the form of the crude mineral product^ 
sorting, concentrating (or substantially 
equivalent processes or combination of 
processes u^ in the separation or ex¬ 
traction of the mineral or minerals from 
the ore) and sintering to bring to ship¬ 
ping grade and form and loading for 
shipment; 

<iv) In the case of lead, xinc, copper, 
gold, silver or fluorspar ores, potash and 
ores which are not customarihr sold In 
the form of the crude mineral product-^ 
crushing, grinding and benefleiation by 
concentration (gravity, flotation, amal¬ 
gamation, electrostatic, or magnetic)* 
cyanidation. leaching, crystallixation. 
precipitation, or by substantially equiva¬ 
lent processes or combination of proc¬ 
esses used in the separation or extraction 
of the mineral or minerals from the ore; 

(v) In the case of minerals to which 
subdivision (iv) of this subparagraph IS 
not applicable— 

(a) Any process applied for the pur¬ 
pose of separating the mineral or ore 
from waste or from other minerals or 
ores, and 

(b) Any proctess necessary to put the 
ore or mineral In condition for shipment 

(Vi) In addition to the processes 
described in subdivisions (ill), (iv). and 
Cv) of this subparagraph, depending 
upon in which subdivision the particular 
mineral or ore named in this subdivisloo 
is Includeci— 

(a) The fumaclng of quicksilver. 

(b) The pulverization of talc. 

(c) The burning of magnesite, and 

id) The sintering and nodulizing of 

phosphate rock. 

(3) Nonmining procfises. Unless a 
process Is covered by the provisions of 
subparagraph (2) (i) through (vl) of 
this paragraph, such process shall not 
be treated as an ordinary treatment 
process. Such nonmining processes in¬ 


clude electrolytic deposlllon. roasting, 
thermal or electric smelting, and refining. 
In addition, any process effecting a 
chemical change, the blending with other 
material, a thermal action including dry¬ 
ing, and fine pulverization, pressing 
into shape or molding, is not included in 
the term •'ordinary treatment processes" 
unless such process is: 

(1) Otherwise provided f<jr in subdi¬ 
visions ri) through (vl) of subparagraph 
(2) of this paragraph; or 

(li) Necessary or incidental to the 
processes provided for In subdivisions <l) 
through (Vi) of subparagraph (2) of this 
paragraph: or 

(ill) Necessary to bring the ores or 
minerals into condition or form suitable 
for shipment (for example, the agglom¬ 
eration of concentrates). 

(4> Definition of **concentration^. 
For the purpose of this paragraph, the 
terms “concentration" and “concentrat¬ 
ing** mean the process of eliminating 
waste or of separating two or more 
minerals. 

(5) Definition of **load^g for ihip* 
ment\ The term “loamng for ship¬ 
ment'* shall not include the cost of con¬ 
tainers. bags, or any similar Items. The 
loading for shipment of a manufactured 
product is not an ordinary treatment 
process. 

(c) Aw^ication to treat, an mining, 
transportation in excess of SO miles. If 
a taxpayer desires to include in the com¬ 
putation of his gross Income from min¬ 
ing transportation in excess of 50 miles 
from the point of extraction of the min¬ 
erals from the ground, he shall file an 
original and one copy of an application 
for the inclusion of such greater dis¬ 
tance with the Commissioner of Internal 
Revenue, Washington 25. D. C. attention 
of the Special Technical Services Di¬ 
vision, Engineering and Valuation 
Branch. The application must include 
a statement setting forth in detail such 
facts concerning the physical and other 
requirements for the construction and 
operation of a plant, in which ordinary 
treatment processes are applied, at a 
place nearer to the point of extraction 
from the ground as are sufilcient to ap¬ 
prise the Commissioner of the exact 
basis of the application. If the tax¬ 
payer's return is filed prior to receipt 
of notice of the Commissioner’s action 
upon the application, a copy of such ap¬ 
plication shall be attached to the return. 
If. after an application is approved by 
the Commissioner, there is a materia] 
change in any of the facts relied upon 
in such application, a new application 
must be submitted by the taxpayer. 

i 1.613-4 Taxable income from the 
property. The term “taxable income 
from the property (computed without 
allowance for depletion)" as used in sec¬ 
tion 613 and this part, means “gross in¬ 
come from the property** as defined in 
section 613 (c) and f 1.613-3. less allow¬ 
able deductions (excluding any deduc¬ 
tion for depletion) which are attributa¬ 
ble to the mineral property with respect 
to which depiction is claimed. These 
deductions include administrative and 
financial overhead, operating cxp>en5e8. 
selling expenses, depreciation, taxes, 
losses sxistalned. etc. In the ca.se of oil 
and gas properties, such deductions in¬ 


clude Intangible drilling and develop¬ 
ment costs deducted under section 263 
<c) and 1 1.612-4. In the case of a prop¬ 
erty other than an oil or gas property, 
such deductions include deductions 
which are attributable to process and 
transportation treated as mining under 
section 613 (c) and S 1.613-3 (d) and 
amounts of exploration or developmc r*t 
expenditures which are deducted for the 
taxable year imdcr sections 615 said 616. 
Expenditures which may be attr^table 
to both the mineral property upon which 
depletion is claimed and other activities 
shall be fairly apportioned. Further¬ 
more. where a taxpayer has g^oss in¬ 
come from more than one mineral prop¬ 
erty, deductions not directly attributa!)Ie 
to a sxiecific mineral property shall be 
fairly apportioned among the several 
properties, 

{ 1.613-5 Statement to be attached to 
return when depletion is claimed on per^ 
centage basis, (a) There shall be at¬ 
tached to the return of every taxpayer 
who claims percentage depletion under 
section 613 and the regulations there¬ 
under, a statement containing the fol¬ 
lowing information with respect to every 
property for which percentage depleuon 
is allowable: 

(1) All data necessary for the deter¬ 
mination of the **gro6s Income from the 
property", as defined in S 1.613-3. In¬ 
cluding— 

(1) Amounts paid as rents or royalties 
including amounts which the recipient 
treats under section 631 (c>. 

(U) Proportion and amount of bonus 
excluded, and 

(ill) Amounts paid to holders of other 
Interests in the mineral deposit. 

(2) All additional data necessary for 
the determination of the “taxable In¬ 
come from the property (computed with¬ 
out the allowance for depletion) “. as de¬ 
fined in § 1.613-4. 

(b) All of the foregoing Information 
shall be furnished in a single statement, 
should be summarized, and shall be 
deemed to be a part of the income tax 
return to which it relates. 

} 1.614 Statutory provisions; defini^ 
tion of property, 

SfC. 614. Definition of property —(s) 
C^neroX rule. For ibt purpose of oomput* 
Ing the depletion eUowance In the cate 
minee. wells, and other natural deposits, 
the term “property** means each •epars?<‘ 
Interest owned by the taxpayer In each min¬ 
eral deposit in each separate tract or parcel 
Ql land. 

(b) Special rule as to operating mineral 
interests^il) Klection to aggregate separ^ 
ate interests, U a taxpayer owns two or 
more separate operating mineral Interests 
which constitute part or all of an operating 
unit, he may elect (for aU purpoaca of tbU 
subtitle): 

IA> To form one iggregatton of. and to 
treat as one property, any two or more of 
such Interests; and 

(B) To treat as a separate property each 
such interest which he does not elect to 
Include within the aggregation referred to 
In subparagraph (A). 

For purpoees of the preceding senten^* 
eeparate operating mineral Intcresu which 
constitute part or all of an opexaUng unit 
may be aggregated whether ox not they 
Included in a single tract or parcel of 
and whether or not they are Included 
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eontlffuotif tracts or parcels. A taxpayer 
may not elect to rorm mor# than one aggre« 
gauon of operating mineral Intereete within 
any one operating unit. 

(21 Manner and aeope of eUction, The 
election prorlded by paragraph (1) shall 
be made» tor each operating mineral interest 
in nccordance with regulations preecribed 
by the Secretary or hU delegate, not later 
than the time preecribed by law tor tiling 
the return (Including extensions thereoT) 
for whichever of the following taxable years 
ti Uie later: The first taxable year begin¬ 
ning after December 31, 1333. or the Arst 
taxable year in which any expenditure for 
exploration, development, or operation In 
respect of the separate operaUng mineral 
lotersst is made by the taxpayer after the 
acquisition of such Interest. Such an elec¬ 
tion shall be binding upon the taxpayer for 
all subeequent uxable years, except that the 
Secretary or hla delegate may consent to a 
different treatment at the interest with 
respect to which the election has been made. 

(3) OperaUng mineral fnferests defined. 
For purposes of this subsection, the term 
-operating mineral Intereaf Includes only 
an Interest in reiqiect of which the ooets of 
pnxiuctlon of the mineral are required to be 
taken Into account by the taxpayer for pur¬ 
poses of computing the 50 percent limitation 
provided for In section 613, or would be so 
required If the mine, well, or other natural 
deposit were In the production stage. 

(c) Special rule os to nonoperating min¬ 
eral inferesfs—(1) Aggregation of separata 
interettM, If a taxpayer owns two or more 
separate nonoperating mineral interests In 
4 single tract or parcel of land, or In two 
or more oontLgtious tracts or parcels of land, 
the Secretary or his delegate may, on ahow- 
tog of undue hardship, permit the taxpayer 
to treat (for all purpoees of this subtitle) 
sH such mineral Interests as one property. 
If such permission Is granted for any taxable 
year, the taxpayer shall treat such Interests 
as one property for all subsequent taxable 
years unless the Secretary or his delegate 
consents to a different treatment. 

(2) ftonoperating mincTal inferextJ de- 
fined. For ptirpoees of this subsection, the 
term **nonoperaUng mineral Interests'* In¬ 
cludes only Interests which are not operaUng 
mineral interests within the mesnlng of sub* 
•ccUon (b) (3), 

11.614-1 Deflnttion of propertp^ta) 
Oencral rule. (1) For purposes of sub¬ 
title A of the Internal Revenue Code of 
1354, In the case of minecc wells, and 
father natural deposits, the term "prop- 
means each separate Interest 
o^ed by the taxpayer In each mineral 
deposit in each separate tract or parcel 
of land. For the purpose of this defini¬ 
tion, tracts or parcels of land may be 
wparated by conveyancing as weU as 
geographically. 

<2) The term ‘‘Interest” means an eco¬ 
nomic interest in a mineral deposit. See 
11611-1 <b). The term Includes work¬ 
ing or operaUng Interests, royalUes, 
overriding royalties, production pay¬ 
ments and net profits interests. 

<3) The term “separate tract or par¬ 
cel of land” means an area (surface or 
■ubsurface) delineated by metes and 
^nnds, lot and block description or 
otherwise, A separate tract or parcel of 
mnn does not include or encompass areas 
^hlch are noncontiguous. Even though 
may be contiguous, they do not 
^nsUtute a ‘‘separate tract or parcel 
01 land” where they were assigned or 
leased to the taxpayer either by differ¬ 
ent persons or at different times. Con¬ 
gous areas received from a single 
owner or coowners at the same time form 
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one separate tract or parcel of land al¬ 
though such areas constituted more 
than one separate tract or parcel of land 
In the hands of the former owner or 
coowners. 

(4) The provisions of this paragraph 
may be illustrated by the following ex¬ 
amples; 

trample (t). A taxpayer owns one tract 
of land under which lie Uiree separate and 
dlfUnct aeama of coal. Therefore, the tax¬ 
payer owns three separate mineral Inter¬ 
ests each of which oonsUtutee a separate 
property. 

Example (2). Before January 1. 1054. a 
taxpayer conducted mining operaUons on 
eight tracts of land as a single unit. He 
acquired hli Interests In each of the eight 
tracts separately. Even if each tract of land 
contains part of the same mineral deposit, 
the taxpayer owns eight separate operating 
mineral Interests, each of which constitutes 
a separate property. 

Example (3). A taxpayer owns a tract of 
land under which lies one mineral depoelt. 
The taxpayer operates a well on part of the 
tract and leases to another operator the 
mineral rights in the remainder retaining 
a royalty Interest therein. The taxpayer 
thereafter owns two separate mineral in¬ 
terests. each of which oooitltutes a separate 
property. 

Example (4). In 1954. a taxpayer acquires 
from a single owner. In a single deed, three 
noncontiguous tracts of mineral land for 
a single oonslderaUon. Even If each tract 
contains part of the same mlneml deposit the 
taxpayer owns three separate mineral in- 
Urcsta each of which constitutes a separate 
property. 

Example (5). In 1054. taxpayer A simul¬ 
taneously acquires two adjacent tracts of 
mineral land from two separate owners. The 
same mineral deposit underlies both tracts. 
Thereafter, taxpayer owns two separate min¬ 
eral interesu each of which constitutes a 
separate property. 

Example (6). In 1055. taxpayer A. in ex¬ 
ample (5), simultaneously sells all the min¬ 
eral land he acquired in 1054 to taxpayer B. 
Thereafter, taxpayer B owns one mineral In¬ 
terest which constitutes a separate property. 

(bl Separation of interests treated as 
**single property** under prior regula¬ 
tions, Each separate mineral Interest 
which in accordance with paragraph (a) 
of this section is a separate property 
shall be so treated, notwithstanding the 
fact that the taxpayer under ) 23 (m)-l 
(i> of RegulaUons 118 (26 CFR (1939) 
Part 39) and corresponding provisions 
of prior regulations may have treated 
more than one of such interests as a 
“single property.” The basis of each 
such separate property must be estab¬ 
lished by a reasonable method. See, 
however, sections 614 (b) and (c> and 
14 1.614-2 and 1.614-3 for special rules 
relating to the election to aggregate sep¬ 
arate mineral Interests. 

(c) Waste or residue not separate de¬ 
posit. Waste or residue of prior mining, 
the extraction of ores or minerals from 
which is treated as mining under section 
613 (c) (3>. is not considered to be a 
separate mineral deposit but is a part of 
the mineral deposit from which It was 
extracted. 

$ 1.614-2 Election to aggregate lepa* 
rate operating mineral interests —(a) 
General rule, A taxpayer who owns two 
or more separate operating mineral in¬ 
terests. which constitute part or all of an 
operaUng unit, may elect to form one ag¬ 
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gregation of any two or more of such op¬ 
erating mineral interests and to treat 
such aggregation as one property. Any 
operating mineral interest which the tax¬ 
payer does not elect to be included with¬ 
in the aggregation shall be treated as a 
separate property. The aggregation of 
separate properties which results from 
exercising the election shall be considered 
as one property for all purposes of sub¬ 
title A of the Internal Revenue Code of 
1054. Operating Interests In different 
minerals which comprise part or all of 
the same operaUng unit may be included 
In the aggregation. It is not necessary 
for purposes of the aggregation that the 
separate operating mineral interests be 
included in a single tract or parcel of 
land or in contiguous tracts or parcels of 
land so long as such interests are in¬ 
cluded within the same operaUng unit. 
A taxpayer may not elect to form more 
than one aggregation of separate operat¬ 
ing mineral interests within one operat¬ 
ing unit. For deflnlUons of “operaUng 
mineral interests” and “operaUng unit*• 
see respectively paragraphs (b) and (c) 
of this secUon. 

(b) Operating mineral interest defined. 
The term “operating mineral intei-est” 
means a separate mineral interest as de¬ 
scribed in secUon 614 (a), in respect of 
which the costs of production are re¬ 
quired to be taken into account by the 
taxpayer for purposes of computing the 
llmitaUon of 50 percent of the taxable 
Income from the property in determining 
the deducUon for percentage depletion 
computed under section 613, or such 
costs which would be so required to be 
taken into account if the mine, well, or 
other natural deposit were in the produc¬ 
tion stage. The term does not Include 
royalty interests or similar Interests, 
such as production payments or net 
profits Interests. “Costs of production” 
for this purpose do not Include intangible 
drilling and development costs, explora¬ 
tion expenditures under section 615, 
or development expenditures under 
section 616. Production taxes pay¬ 
able by holders of nonoperaUng interests 
are not considered costs of production for 
this purpose. A taxpayer may not aggre¬ 
gate operaUng mineral interests and 
nonoperating mineral Interests such as 
royalty Interests. 

(c) Operating unit defined. The term 
“operating unit” refers to operaUng min¬ 
eral interests operated together fer the 
purpose of producing minerals. The 
presence of the following factors indicate 
that mineral interests arc operated as a 
unit: 

(1) Common field or operaUng person¬ 
nel. 

(2) Common supply and maintenance 
faclliUes. 

(3) Common processing or treatment 
plants. 

(4) Common storage facillUes. 

Operating mineral interests which are 
geographical^' widespread may not be 
treated as parts of the same operatipK 
unit merely because a single set of ac¬ 
counting records, a single executive or¬ 
ganisation. or a single sales force, is 
maintained by the taxpayer with respect 
to such interests, or merely because such 
minerals are all shipped to the same 
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manufacturing plant. The term refers 
to a producing unit, and not to an ad¬ 
ministrative or sales organization. 
Operating units may not be uniform in 
the natural resources industry or in a 
specific segment of the Industry, such as 
the coal industry, oil and gas industry, 
and the UJee. or even in the operations of 
a particular taxpayer, since business rea- 
sons may dictate the formation of 
operating units that vary in size and 
content. The •'operating units” for a 
particular taxpayer, therefore, must be 
determined on the basis of the factors 
set forth In this paragraph. An un¬ 
developed operating mineral interest 
should be aggregated only with those 
interests with which it will be operated 
as a unit when It reaches the production 
stage. While a taxpayer may operate an 
operating mineral Interest through an 
agent, a coowner may only aggregate his 
operating mineral * Interests that arc 
actually operated as a unit. For ex¬ 
ample, if A owned and actually operated 
the entire working Interest in Lease X 
and also owned an undivided fraction of 
Lease Y in which B owned the remaining 
interest and which B actually operated 
as a unit with Lease Z. A may not ag¬ 
gregate his interest In Lease X with his 
undivided interest in Lease Y. since they 
are not actually oi^erated as a unit. 

(d) Manner and scope of election — 
<1) Blection—when made. The election 
to treat an operating mineral interest as 
part of an aggregation shall be made not 
later than the time prescribed by law 
for filing the taxpayers income tax re¬ 
turn (including extensions thereof >, for 
whichever of the following taxable years 
is the later: (i) The first taxable year 
beginning after December 31, 1953 and 
ending after August 16, 1954, or <ii> the 
first taxable year in which any expendi¬ 
ture for exploration, development, or 
operation In respect of the separate 
operating mineral interest is made by 
the taxpayer after the acquisition of such 
Interest. It is immaterial whether or not 
any proven deposit has been discovered 
with respect to such Interest w*hen such 
expenditures have been made. How¬ 
ever, where expenditures for exploiting 
one mineral deposit result In the dis¬ 
covery of another mineral deposit, the 
election with respect to such other de¬ 
posit shall be made for the taxable year 
In which It is discovered and not for the 
taxable year In which the expenditures 
were first made which resulted In the 
discovery of such other deposit. If a 
taxpayer falls to make the required elec¬ 
tion under this section with respect to a 
particular operating mineral interest on 
or before the time prescribed for the 
making of such election, such interest 
will be treated as a separate property 
and cannot be Included in any aggrega¬ 
tion within the operating unit of which 
it Is a part unless the taxpayer obtains 
the consent of the Commissioner. How¬ 
ever. where no aggregation has been 
made within the operating unit and an¬ 
other operating mineral interest Is sub¬ 
sequently acquired, it may be aggregated 
with one of the existing separate prop¬ 
erties within the operating unit but not 
more than one of them since they cannot 
be validly aggregated with each other. 


For purposes of this paragraph, the ac¬ 
quisition of an option to acquire an 
economic interest in minerals in place 
does not constitute the acquisition of a 
mineral interest. Thus, a taxpayer who 
makes expenditures for the exploration 
of minerals on a particular tract under 
an option to acquire an economic inter¬ 
est In minerals in place Is not required to 
make an election with respect to such 
interest at that time. Furthermore, the 
election need not be made in the taxable 
year in which payments are made for the 
acquisition of a lease, such as the pay¬ 
ment of a bonus, unless exploratory, 
development, or operation expenditures 
are m^e tliereafter with respect to the 
property in that year. 

(2) Election—how made. The elec¬ 
tion under this section must be made by 
a statement attached to the income tax 
return of the taxpayer for the first tax¬ 
able year for which the election is made. 
This statement shall indicate that the 
taxpayer is making an aggregation of 
separate operating mineral interests 
within an operating unit and shall de¬ 
scribe the separate operating mineral in¬ 
terests forming the aggregation and the 
opemting mineral interests within the 
operating unit which are to be treated as 
separate properties apart from the ag¬ 
gregation. A description of the operat¬ 
ing unit shall be made in sufficient detail 
to show that the aggregated operating 
mineral interests are properly within a 
single operating unit. Sec paragraph 
(c) of this section. The taxpayer shall 
maintain adequate records and maps In 
support of the above information. In 
the event expenditures are first made on 
an operating mineral interest within an 
operating unit after an election with re¬ 
spect to the aggregation of interests in 
that operating unit has been made, the 
taxpayer shall furnish only information 
describing such operating mineral In¬ 
terest, its location in the operating unit, 
and whether it Is to be included within 
the aggregation. 

(3) Election—when effective. If a 
taxpayer has elected to aggregate an op¬ 
erating mineral interest, the date on 
which the aggregation becomes effective 
is the earliest date within the taxable 
year affected/ on which the taxpayer in¬ 
curred any expenditure for exploration^ 
development or operation of such inter¬ 
est. The application of this rule may 
be illustrated by the following examples: 

Example (/). In 1953. s taxpayer owned 
and operated mineral intcrcata Noi. 1. 2. and 
8. All threo Intereeta form one operating 
unit. The taxpayer, wbo reports bis income 
on a calendar year basis, continued to own 
and operate these interesta duriiq{ the year 

1954. and in his return for that year filed 
on April IS, 1965. elected to aggregate tbeee 
three intcroste. As the result of this election, 
the aggregation was effecUve for all purpoeea 
of subtitle A of tbe Internal Revenue Code of 
1954 as of January 1. 1954. 

Example (2). Assume that tbe taxpayer 
described In example No. (1) on March 1, 

1955. acquired os>eratlng mineral interest 
No. 4 which was also a part of the operating 
unit oompoacd of operating mineral Interests 
Noe. 1. 2, and 3, that he made hla first 
expenditure for exploration with respect to 
operating mineral Interest No. 4 on Septem¬ 
ber 1, 1956. and that, in bit return filed on 
April 15. 1956. be elected to aggregate oper¬ 


ating mineral intereet No. 4 with the aggre* 
gatlon consisting of Nos. 1, 3, and 3. As tbs 
result of that election, operating mineral in¬ 
terest No. 4 became a part of tbe aggregatloo 
for aU pxirposes of subtitle A of tbe Internal 
Revenue Code of 1954 on September 1, 1955. 

(4) Election—binding effect. A valid 
election made under this section shall be 
binding upon the taxpayer for the tax¬ 
able year for which made and all subse¬ 
quent taxable years unless consent to 
make a change is obtained from the 
commissioner. Thus, in such a ease a 
taxpayer can neither Include within the 
aggregation a separate operating min¬ 
eral interest which he had previously 
treated apart from such aggregation, nor 
exclude from the aggregation a separaio 
operating mineral Intei^cst prevlou5ly in¬ 
cluded therein unless consent to do so is 
obtained from the Commissioner- How¬ 
ever, since an aggregation can only in¬ 
clude those operating mineral intmsts 
which are a part of the same operating 
unit, in any case in which the taxpayer’s 
operations have changed so that an op¬ 
erating mineral interest Included In an 
aggregation is no longer a part of the 
operating unit, the taxpayer cannot 
continue the aggregation but must cither 
(i> exercise the option under subdivision 
<lv> of subparagraph (5) of this para¬ 
graph. or (11) obtain consent from the 
Commissioner to form a new aggregation 
or aggregations. However, consent to 
change the treatment of an operating 
mineral interest will not be granit'd 
where the reason for such change is due 
to tax consequences alone. Applications 
for consent shall be made in wTitlng to 
the Commissioner of Internal Revenue, 
Attention: Special Technical Services 
Division, Engineering and Valuation 
Branch. Washington 25, D. C. The ap¬ 
plication must be accompanied by a 
statement furnishing the Information 
required under subparagraph (2) of this 
paragraph, unless such information has 
been previously filed and is current. 

<5) Invalid aggregations —(1) In gen¬ 
era/. In addition to aggregations which 
are Invalid because of the failui'O to 
make timely elections, aggregations may 
be invalid In situations which may be 
divided into two general categorici. 
The first category Involves basic aggre¬ 
gations which were initially Invalid or 
which become Invalid because the facts 
and circumstances of the operations of 
the taxpayer have changed the operating 
unit or units. The second category in¬ 
volves invalid additions to aggregations 
which were made with respect to oper¬ 
ating mineral Interests which became 
subject to the election in years subse¬ 
quent to the year in which the initial 
aggregation or aggregations were re¬ 
quired to be made. 

(il) Invalid basic aggregations. The 
term “Invalid basic aggregations** refers 
to those aggregations which were in¬ 
itially invalid or hove become lnvali<l 
because of changes in the operating unit 
or units of the taxpayer after the initial 
aggregations were made. Generally, 
such basic aggregations will be invalid 
because more than one aggregation has 
been formed In an operating unit or be¬ 
cause operating mineral Interests In two 
or more operating units have been ag¬ 
gregated. A basic aggregation may ^ 
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Invalid because both of these situations 
exist. During any year In which an in¬ 
valid basic aggregation exists, all the 
operating minei^ Interests included in 
such aggregation shall be treated for all 
purpoises as separate properties unless 
the taxpayer exercises the option pro¬ 
vided for in subdivision (iv> of this 
subparagraph. Such basic invalid ag¬ 
gregations may be formed: (a) When the 
taxpayer made his elections for the first 
year for which section 614 (b) w^as ef¬ 
fective. (b) in any year during which 
more than one operating mineral interest 
which is not part of any existing operat¬ 
ing unit of the taxpayer becomes subject 
to the election, and (c) in any year dur¬ 
ing which the taxpayer’s operating unit 
or units have changed, TTie following 
are examples of these three types of 
invalid basic aggregations: 

Example {!). In 1053. taxpayer T owned 
■is opcmtlng mineral interetu. designated 
Ko. 1 through No. 6. and continued to own 
sod operate such interests during lOM. Ho 
acquired no other operating mineral Interest 
during such year. All six of these operating 
mineral interests form one operating unit. 
Since the first year in which section 614 
(b) It effective Is 1054. T must mske his In* 
lUnl election to aggregate these operating 
mineral InteresU in his Income tax. return 
for that year. Assume that T elected to 
aggregate operating mlnj^ral Interests Nos. 
1 through a Into one aggregation and Noa. 
4 through 6 into another aggregation. Slitce 
T has formed two aggregations In one oper- 
sUng unit, they are Invalid basic aggre- 
fBUona. 

Example (2), Assume the same facts as 
ia example (1) except that taxpoyer X ac¬ 
quired these six operating mineral IntercsU 
by purchase from T and commenced op>era- 
tloni In 1958. Xt Initial elections under 
section 614 (b) would have to be made In 
his return for that year. If X elected to 
4fgregats operating mineral Interests Nos. 
1, 3. and 8 into one aggregation and Noe. 4. 
9, and 6 Into another aggregation, he would 
hate made Invalid basic aggregations. 

Example (3). Assume the same facts as in 
rxsmpla (1) and assume, also. that. In his 
return for 1954. T correctly elected to aggre¬ 
gate all six operating mineral InteresU Into 
one aggregation. Assume further, that a\l 
these operating mineral InteresU continued 
to be In one operating unit for the years 
1954. 1959. and 1956 but that, because of 
changes In the faoU and circumstancea of 
T'f operations. In 1957 operating mineral In¬ 
teresU Nos. 1. 3. and 3 became a part of one 
operating unit and Noa. 4. 5. and 6 became a 
P^t of another operating unit. Because of 
the change In operating unlu of T. the basic 
that T made for 1954 became an 
invalid basic aggregation In 1957. 

<lili InveUd additions. The term'^ad¬ 
ditions'^* refers to the additions that a 
tftxpoyer makes by electing to aggregate 
an operating mineral interest with an 
5«8regation formed in a previous year. 
Buch additions will be Invalid either be¬ 
cause, the taxpayer elected to aggregate 
an operating mineral Interest with an 
invalid basic aggregation or because he 
elected to aggregate an operating min¬ 
eral interest which is part of one operat¬ 
ing unit with an aggregation of operating 
nuncral Interests which is a part of an¬ 
other operating unit. An operating min¬ 
eral Interest which is invalldly added to 
a basic aggregation shall be treated for 
on purposes as a separate property (ex¬ 
cept additions to invalid basic aggrega¬ 
tions when the taxpayer exercises the 


option provided for In subdivision (iv) 
of this subparagraph). The following 
are examples of invalid additions: 

Example (f). In 1953. taxpayer T owned 
•lx operating mineral InteresU designated 
No. I throtigh No. 6 and continued to own 
and operate such InteresU during 1954. He 
acquired no ocher operating mineral Inter- 
esta during that year. Nos. 1 through 3 
formed one operating unit and Noa. 4 through 
6 formed another operating unit. In hla 
return for 1054. T incorrectly elected to ag- 
gregau all six operating mineral InteresU 
Into one aggregation. In 1955. T acquires 
and commences development of operating 
mineral Interest No. 7 which la correctly a 
part of the operating unit of which oper¬ 
ating mineral InteresU Nos. 1. 3. and 3 are 
a part. T elecu. for the year 1955 to aggre¬ 
gate operating mineral Intereet No. 7 with 
the invalid baalo aggregation composed of 
Nos. 1 through 6. Since operating mineral 
interest No. 7 was aggregated with an In¬ 
valid basic aggregation. Ta election to aggre¬ 
gate No. 7 la an Invalid addition. 

Example (2). In 1953. taxpayer T owned 
nine operating mineral InteresU designated 
No. 1 through No. 9. During 1954. he con¬ 
tinued to own and operate such InteresU 
and acquired no other operating mineral 
Interest. InteresU No. 1 through 3 form one 
operating unit. Noe. 4 through 6 form another 
operating unit, and Noa. 7 through 9 form a 
third operating unit. For the year 1964. T 
elected to aggregau operating mineral In¬ 
teresU Nos. 1. 2. 3. and 4 Into one aggrega¬ 
tion. to treat Nos. 5 and 6 as separau prop¬ 
erties. and to aggregate Nos. 7. 8. and 0 Into 
another aggregation. Assume that In 1955 
T acquired and commenced development of 
operating mineral Inurest No. 10 which was 
a port of the operating unit composed of 
Not. 1. 2. and 8. Assume further that ho 
elected to aggregate No. 10 with the aggre¬ 
gation composed of Nos. 7. 8. and 9. This 
would bo an Invalid addition since operating 
mineral Interest No. 10 was not a part of the 
operating unit formed by Noa. 7. S. and 9. 

Example (3), Assume the same facU as 
in example (3) except that T elected In 1955 
to aggregate No. 10 with the aggregation of 
Nos. 1 through 4. This would also be an 
invalid addition because the aggregation 
composed of Nos. 1 through 4 Is an Invalid 
basic aggregation since operating mineral in¬ 
terest No. 4 Is not a part of the operating 
unit consisting of Nos. 1. 3. and 3. 

(iv) Optional treatment of invalid cp- 
grepatlons. In lieu of having all hU 
operating mineral interests which he In¬ 
cluded in Invalid basic aggregations 
treated as separate properties under sub¬ 
division (U> of this subparagraph, a tax¬ 
payer is hereby given an option to have 
his tax liability, for the years in which 
such invalid basic aggregations wci^e In 
effect, recomputed on the basis of form¬ 
ing new aggregations, within the proper 
operating units, consisting of all the 
operating mineral interests included in 
such invalid basic aggregations. When 
a taxpayer exercises this option, he must 
add to the revised aggregations, within 
their proper operating units, all operat¬ 
ing mineral interests which became sub¬ 
ject to the election in a subsequent year 
and as to which the taxpayer has made 
an election to aggregate with an invalid 
basic aggregation. This option does not 
apply to operating mineral interests as 
to which the taxpayer has made no elec¬ 
tion to aggregate. Furthermore, where 
any operating mineral interest which has 
been invalldly aggregated is properly a 
part of an operating unit which contains 
other operating mineral interests as to 


which no election to aggregate has been 
made, such operating mineral interest 
must be treated as a separate property. 
This option does not apply to each indi¬ 
vidual invalid basic aggregation but must 
be exercised as to all such aggregations 
formed in any one year. Such option 
may be exercised, as to the earliest open 
taxable year as to which the validity of 
an aggregation has been questioned, and 
all open taxable years thereafter, at any 
time within which a refund can be paid 
or a deficiency assessed (under Chapter 
66 of the Internal Revenue Code of 1954) 
based upon a change in the taxpayer's 
aggregation. This option shall be exer¬ 
cised by filing a statement to that effect 
with the retiun for the first year subject 
to the option, or with the district director 
with whom the returns for the years sub¬ 
ject to the option have been filed. The 
exercise of such option shall have the 
same binding effect as if the original 
elections had been correctly made. 

(V) Examples of exercise of the option. 
The following are examples of the ap¬ 
plication of the option described in sub¬ 
division (iv) of this subparagraph. 

Example (i). (a) lo 1953. taxpayer T 

owned six operating mineral tnteresta, desig¬ 
nated No. 1 through No. 6. and continued 
to own and operate such Interests in the 
yean 1954 through 1956. He had no other 
active operating mineral interest during 
these years. AU alz intereata formed one 
operating unit. For the year 1954. T In¬ 
correctly elected to aggregate interests Noa. 
1. 3. and 3 Into one aggregation and Noa. 
4. S, and 6 into another aggregation. He 
computed hla depletion deductions for the 
years 1954. 1955. and 1956 on the basis of 
these two aggregations. Upon audit In 1957. 
Ta Invalid basic aggregations were dia- 
covered. 6lnce T made Invalid basic aggre¬ 
gations for the year 1954. the depletion 
deductions for the years 1954. 1955. 1956. and 
future years must be computed on th4 basis 
of treating all six operating mineral luter- 
esta as separate properties uni dm T exercises 
hla option. In which event he may have his 
depletion allowances for 1954 snd subsequent 
years determined on the basis of having 
elected for the year 1954 to aggregate all six 
operating mineral InteresU Into one aggre¬ 
gation. 

(b) Assume that in 1955. T commenced 
development of operating mineral Interest 
No. 7 which was also a part of the operating 
unit formed by Noe. 1 through 6 and that T 
elected to aggregate No. 7 with either Noe. 
1. 3. and 3 or Nos. 4. 5. and 6. In either 
event, this election would result In on in¬ 
valid addition and under the rule In sub¬ 
division (111) of this subparagraph. No. 7 
must be treated as a eeparate property un¬ 
less T exerolsea the option In which case 
operating mineral Interest No. 7 must be 
treated os having been oorrectly aggregated 
In 1955 with an aggregation consisting of 
Noe. 1 Uupugh 6. 

Example (2). (a) Assume the some facta 
as In example (1) (s) except that T elected 
for the year 1954 to form one aggregaUon 
oonalsUng of operating mineral InteresU 
Nos. 1 and 3 and another aggregation oon- 
slstlDg of Noa. 4 and 5. Upon audit. Ta de¬ 
pletion deductions must be recomputed on 
the basis of six separate properties unless T 
exercises his option. In which event Ts de¬ 
pletion allowance will be recomputed as if 
he had initially elected to aggregau Noe. 1. 
3. 4. and 5 Into one aggregation. In any 
event, operating mineral InteresU Noe. 3 and 
6 wlU be treated oa separau properties. 

(b) Assume that. In 1955. T commenced 
development of operating mineral Interest 
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Ko. 7 wbtch WAS Alao a part of tba operating 
unit formed by No«. 2 tbrough 0 and that 
T made no election to aggregate No. 7. Even 
liiongh T excrcUed the option with respect 
to operating mineral IntereaU Noa. 1. 2, 4. 
and 5. he must treat No. 7 aa a separate 
property since he did nut elect to aggregate 
No. 7 with any other operating mineral 
Interest. 

Example (i). fa) In 11153. taxpayer T 
ownod twelve operating mineral Interests, 
dealgnattd No. 1 through No. 13. and contin¬ 
ued to own and operate such Interests In the 
years 1054 throu}^ 1050. He had no other 
active operating mineral interests during 
these yean. Operating mineral Interests 
Kos. 1 through 6 formed operating unit A« 
Noa. 7. 8. and D formed operoUng unit B. 
and Nos. 10. 11. and 13 formed operating unit 
O. Fbr the year 1354. T elected to aggregrate 
Interesu Nos. 1. 3. 3. and 7 Into one aggre¬ 
gation. Noa. 4. 5. 0. and 10 Into another aggre¬ 
gation. and Nos. 11 and 13 Into a third 
aggregation. Nos. 8 and 0 were treated as 
separate properties. The first two of these 
aggregations were InvaltiL Upon audit In 
1057, T's two invalid basic aggregations oon- 
slstlng of Nos. 1. 3. 8. and 7 and Nos. 4. 0« 
0. and 10 were discovered. Since T made 
invalid basic aggregations for the year 1054« 
the depletion deductloils for the years 1054» 
1956. and 1060. and future years must be 
computed on the basis of treating operating 
mineral intcrcats Nos. 1. 3. 3. 4. 5. 0. 7. and 
10 as separate propertlea unlen T excrcltea 
hia option, in which event he may have his 
depletion allowances for the year 1964 and 
subsequent, years determined on the basis 
of having elected for the year 1954 to aggre¬ 
gate Into one aggregation operating mineral 
Interests Nos. 1 through 0 and Into another 
aggregation Nos. 10. 11, and 13. Under this 
option mineral interest No. 7 would be 
treated as a separate property since T did 
not elect to sggregate two or more of the 
mineral Interesta In the operating unit of 
which it was a port. In any event, operating 
mineral interests Nos 8 and 9 will be treated 
AS separate properties. 

(b) Assume that In 1956. T commenced 
de^’clopment of operating mineral Interests 
Nos. 13. 14. and 15 and that No. 18 was part 
of operidlng Unit A. No. 14 was part of op¬ 
erating Unit B. and No. 18 was part of oper¬ 
ating unit C. Also assume that T elected 
to aggregate No. 13 with the Invalid basic 
aggregation consisting of operating mineral 
interests Nos. 1. 3. 8. and 7: that he elected 
to agregate No. 14 with the valid basic aggre- 
gation oonslsttng of Nos. 11 and 13: and that 
he elected to aggregate Ko. 16 arlth No. 8 
Tlicae elections would all be invalid addi¬ 
tions. The election to agregate No. 13 is In¬ 
valid because it was aggregated with an 
Invalid basic aggregation: the election to 
agregate No. 14 Is Invalid because it was not 
a pan of the operatin unit C. and the elec¬ 
tion to aggregate No. 15 Is Invalid because 
It was not a part of operating unit B. There¬ 
fore. unless T exercises the option, operating 
mineral Interests Not. 13. 14. and 16 must be 
treated as separate propertlea. However. If T 
exercises the option as of the year 1096. op¬ 
erating mineral Interest No. 13 will he treated 
as part of the aggregation consisting of Nos. 
1 through 6. and No. 16 will be treated aa 
part of the aggregation consisting of Nos. 10. 
11, 13. and 15. OpemUng mineral Interesta 
Nos. 7,8.9, and 14 will be treated as separate 
propertlea. 

Example (4). (a) In 1963. taxpayer T 

owned alx operating mineral interests desig¬ 
nated No. 1 through No. 0 and continued to 
own and operate such Interests in the years 
1054 through I960. He had no other active 
operating mineral Interest during these 
years, Noe. 1. 3, and 3 form one operating 
unit and Nos. 4. 6. and 0 another operating 
unit. For the year 1954, T incorrectly elected 
to Aggregate all six operating mineral Inter¬ 
ests into one aggregation. Upon audit in 
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1957, T's invalid basic aggregation Is dis¬ 
covered. Since T made an invalid basic ag¬ 
gregation for the year 1954, the depletion de¬ 
ductions for the years 1064, 1966, 1050. and 
future years must be computed on the basis 
of treating all alx operating mineral Inter¬ 
ests as separate propmiM unlesa T exerclssa 
hlB option, in which event he may have his 
depletion allowances for the year 1064 and 
subsequent years determined on the bssls of 
having elected for the year 1954 to aggregate 
operating mineral Interesu Nos. 1. 3, and 3 
into one aggregation and Nos. 4. 6. and 0 into 
another agregatlon. 

(b) Assume that. In 1065. T commenced 
development of operating mineral Interest 
No. 7 which was a part of the operating unit 
consisting of Noa. 1. 3. and 3. and that ha 
elected In that year to aggregate It with the 
Invalid basio aggregation consisting of oper¬ 
ating mineral InteresU Nos. 1 through 0. 
This election resulted In an Invalid addition 
In 1966 because operating mineral interest 
No. 7 was aggregated with an invalid basio 
aggregation. Under the rule provided In 
subdivision (ill) of this subparagraph. No. 7 
must be treated as a separate property. How¬ 
ever. If T exercises the option for the years 
1965. 1950. and future years operating min¬ 
eral Interest No. 7 will be treated os port of 
an oggrcgatlon consisting of Nos. 1. 3. 3, and 
7. 

Example (5). (o) Assume the same facia 
as In example <41 (a) except that T elected 
to aggregate operating mineral interest 
Noe. 1 through 4 and treat Nos. 6 and 6 
as separate propertlea. Upon audit. T's de¬ 
ductions for depletion for the years 1054, 
1955. 1056. and future yean must bo com¬ 
puted on the basis of six separate properties 
unless he exercises his option, in which event 
he may have his depletion allowances for the 
year 1964 and subsequent years determined 
on the bssls of having elected for the year 
1054 to aggregate operating mineral InUr- 
esU Nos. 1. 3, and 8. Under this option, 
operating mineral Interest No. 4 mint be 
treated as a separate property since T did not 
elect to aggregate two or more mineral In¬ 
teresu In the operating unit of which It was 
A part. In any event, operating mineral In¬ 
teresu Nos. 6 and 0 will be treated as 
separate properties. 

<b) Assume the same fsets described In 
example (4) (b) but that operating mineral 
Interest No. 7 formed a part of the operating 
unit oonsUUng of Noa. 4, 5. and 0. and that 
T elected to aggregate No, 7 with No. 0. 
This U a valid aggregation since the aggre¬ 
gation of Nos. 0 and 7 creates only one ag¬ 
gregation in the operating unit oomprts^ 
of Nos. 4, 5. 0. and 7. Under the rule pro¬ 
vided in subdivision (11) of this subpara¬ 
graph, operating mineral InteresU Nos. 1, 3. 
3. 4. and 5 must be treated as separate prop¬ 
erties and Nos. 6 and 7 must be treated as 
an aggregation for the years 1055, 1050. and 
future years. If T exercises the option. Nos. 
1. 3, and 3 will form one aggregation for the 
yean 1054,1956.1950, and future years. Also, 
under the option. Nos. 0 and 7 will be treated 
as an aggregation for the years 1955 and 1960. 
Operating mineral Interests Nos. 4 and 6 
must be treated as separate properties for 
all years, because at the time the election 
to aggregate No. 4 was made Invalldly, there 
was no other intercat In the same operating 
unit as to which an oioction to agregate 
was made. 

Example (0). (fl) Assume the same facts 
as in example (51 (a) except that T also 
elected to aggregate No. 5 with No. 0. Upon 
audit Ta deductions for depiction for the 
years 1964 and following must bs computed 
on the basis of four separate properties 
consisting of mineral Interesu Nos. 1. 3, 8. 
and 4 and an aggregation consisting of Noa. 6 
and 6 unless T exercises the option, in which 
event he may have hU depletion allowances 
for the year 1954 and lubec^ent yeari deter¬ 
mined on the basis of an aggregation con¬ 


sisting of operating mineral Interests Nos. 1, 
3. and 3 and another aggregation oonslsUng 
of Noe. 4.6. and 6. 

(b) Assume that. In 1055. T commenced 
exploration of operating mineral Interests 
Nos. 7 and 8 and that No. 7 was a part of 
the operating unit compoeed of Nos. 1, 3. 
and 3 and that No. 8 was not a part of either 
that operating unit or the one consisting of 
Nos. 4. 6. and 0. Assume further that T 
elected in 1956 to aggregate operating min¬ 
eral Interest No. 8 with the aggregation oon¬ 
sUUng of Nos. 1. 3, 3, and 4 and that ho 
did not elect to aggregnu operating mlnei^l 
inurest No. 7. The election to aggregate 
No. 8 with operaUpg mineral interesu Noa. 1. 
3. a, and 4 resulted in an invalid addition 
and, therefore, under the rule provided for 
In tubdlvlaion (111) of this subparagraph it 
must be treated as a separate property. This 
treatment la not changed by T's exercise of 
tbe option since operating mineral Intere^it 
No. 8 is not part of either the operating unit 
consisting of Nos. 1, 3. 3. and 7 or the one 
consisting of Noa. 4. 6. and 0. Operating 
mineral Interest No. 7 must be treated as a 
separate property since T made no elecUon 
to aggregate it. 

EtampJe (7). (a) Assume the same facts 
AS tn example (4) (o) except that T elected 
to aggregate opernUng mineral IntereitU 
Nos. 3 and 4 and to treat operaUng mlntrol 
Interests Nos. 1.3.6. and 0 os separate proper- 
Ucs. Upon audit. T must compute his de¬ 
ductions for depletion for 1064 and 
subsequent years on the basis of six aepara'e 
properties. Tbe option does not afTord T 
any different treotment since the IniUsI elec¬ 
tions did not include two or more properties 
In the same operating unit. 

(b) Assume that T. In 1055 commenced 
exploration of mineral Interest No. 7 which 
Is part of the operaUng unit consisting of 
opmttng mineral InterexU Nos. 1. 3. and 3 
and that ho etecu to aggregate No. 7 with 
Kos. 3 and 4. This Is an invalid addition and. 
therefore, under the rule jnovlded in fuh- 
division (ill) of this subparagraph operat¬ 
ing mineral Interest No. 7 must bo treated as 
a separate property. The option docs not 
afford T any different treatment since no new 
basic aggrcgatlonji may be formed by its 
exercise. 

Example (3). (o) Assume the same facts 
as In example (4) (a) except that T. elected 
to aggregate operating mineral interest No. 
1 with No. 3, Ko. 3 with No. 4. and No. 5 
with No. 0. Upon audit. T's deductions for 
depletion must be computed for 1 954 ^ d 
subsequent years on the basis of an aggrtK'a* 
Uon consIsUng of Kos. 1 and 3. another ag- 
gregation consisting of Nos. 5 and 0 and 
treating Nos, 3 and 4 aa separate properties 
unle« ho exercises his option. In which 
event he may have hia depleUon «llownnf<*s 
for the year 1954 and subsequent years deter¬ 
mined on the basis of two aggregatloni. one 
consisting of operating mineral Interestj 
Noe. 1. 3. and 3 and another conalsUng of 
Nos. 4. 6. and 6. 

(b) Assume that T in 1955 oommencea 
development of operating mineral interest 
No. 7 which is part of the operating unit 
consisting of operating mineral Intere?*^ 
Noa. 1. 3, and 3 and that he elects to sggT«- 
gate No. 7 with Noa. 3 and 4. This U an in¬ 
valid addlUon and. therefore, under the rule 
provided in subdlvUlon (111) of this para¬ 
graph it must be treated os a 
property. However, If T exercises the opUoD. 
operating mineral interest No. 7 will tx’ 
treated os part of an aggregation oonsistlnj 
of Nos. 1. 3. 8, and 7. 

Example (9), In 1083 taxpayer T dwniHl 
twelve operaUng mineral Inurests, <^***^* 
nated No. I through No. 13 and oontlnu^ 
to own and operate such Inlereats 
ycara 1954 through 1956, He hod no 
acUve operating mineral Interests dunn;; 
these years. OperaUng mineral Intercn ’ 
Nos. 1 through 4 form operating unit A. 
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Kot. 5 throuf^ 8 form operating unit B. and 
Notw 9 through 13 form operating unit C. 
l^jr the year IBM. T elected to form the 
foUoirlng aggregatloiu: (a^ Noe. I and 2. (b> 
Koa 3. B, and 10. to) Noa. 4 and 11. (d> Koa 
S and 6, and (e) Noa 7 and He treated 
operating mineral tntareit No. 13 ae a acp« 
arata property. AU of these aggregatlona 
are Inralld except aggregation (a) oonalst* 
Ing of operating mineral intereeta Noa. 1 
and 3. Howerer, T computed hla depletion 
deductions for the years 1954. 1955. and 1950 
on the basis of these five aggregations. Upon 
audit in 1957 T'a Invalid aggregations were 
discovered. Since T made Invalid basic ag« 
grcgatlcms for the yaar 1954. the depletion 
deductions for the years 1954. 1955. 1053. and 
subsequent years must be computed on the 
baiia of treating operating mineral interests 
Koe. 8 through 12 as separate properties and 
Nos. 1 and 2 as a valid aggregation unless 
XAX^ytr T exerclaet his option, in which 
event he may have hii depletion allowances 
for the year 1954 and suba^uent years deter* 
mined on the basis of haring elected for 
the year 1054 to form the following sggre* 
g&iicma: (a) Not. 1 through 4. (b) Noa. 8 
through 8. and (c) Kos. 9 through 11. Oper- 
aUng mineral Interest No. 13 will be treated 
as a separate property In any event. 

11.614-3 Special rules as to aooreoat^ 
ina nonoperating mineral interests^ 
(ft) General rule, A taxpayer who owns 
two or more separate nonoperating min* 
eral Interests, as that terra Is defined in 
paragraph <b) of this section, in a single 
tract or parcel of land, or In two or more 
contiguous tracts or parcels of land, 
may aggregate such Interests and treat 
them as one property providing he ob¬ 
tains the consent of the Commissioner. 
Consent will be granted only If the tax¬ 
payer establishes that he will endure an 
undue hardship If such nonoperating 
mineral interests are not treated as one 
property. For example, such hardship 
may exist if it Is impossible for the tax¬ 
payer to determine the boundaries, 
source, or costs of his acquisition of sep¬ 
arate Interests, or if a taxpayer who 
owns a single royalty, production pay¬ 
ment. or net profits interest cannot de¬ 
termine the separate deposits from 
which his payments will be derived. In 
uo event shall undue hardship be deemed 
to exist solely by reason of tax disad¬ 
vantage. The treatment of such Inter¬ 
ests as one property shall be applicable 
for all purposes of subtitle A of the In¬ 
ternal Revenue Code of 1954. The tax¬ 
payer must include in the aggregation 
all such Interests In such tracts or par¬ 
cels of land. In no event may such In¬ 
terests in tracts or parcels of land which 
are not contiguous be treated as one 
property. The tei*m “two or more con¬ 
tiguous tracts or parcels of land** means 
tracts or parcels of land which ^have 
common boundaries. Common bound¬ 
aries include survey lines, public roads, 
or similar easements for the use of land 
without the existence of on Intervening 
mineral right between the tracts or pco'- 
ceU of land. Tracts or parcels of land 
which touch only at a common comer 
8re not contiguous. 

<b) Definition of nonoperating min- 
interests. For purposes of this sec¬ 
tion "nonoperating mineral Interests” 
includes only those interests as described 
In section 614 (a>, which are not operat¬ 
ing mineral interests within the mean- 
^of i 1.614-2 (a) (2), 

No. 215—a 


(c) Manner and scope of election —(1) 
Time far filing application for consent 
as to returns filed prior to publication 
of regulations. In the case of an income 
tax return for any taxable year begin¬ 
ning after December 31.1953 and ending 
after August 16. 1954. which has been 
filed prior to the publication of these 
regulations In the FersgAL RscisTta. the 
application to aggregate separate non¬ 
operating mineral interests must be filed 
with tlie Commissioner on or before the 
90th day after such publication. If prior 
to the publication of these regulations 
an application has been filed, the tax¬ 
payer need file only a supplemental ap¬ 
plication containing such additional in¬ 
formation as is necessary to comply with 
the requirements of subparagraph (3) 
of this paragraph. 

(2) Time for filing application for 
consent as to returns to be filed after 
publication of regulations. In the case 
of income tax returns other than those 
described in subparagraph (1) of this 
paragraph, the application to treat 
eeparate nonoperating mineral Interests 
within a single tract or parcel of land or 
w'lthin contiguous tracts or parcels of 
land shall be filed with the Commissioner 
either within 90 days after the begin¬ 
ning of the taxable year for which this 
treatment is desired, or 90 days after the 
acquisition of one of such nonoperating 
mineral interests, whichever is later. 

(3) Contents of application and re- 
tums under consent. The application 
for consent to aggregate nonoperating 
mineral interests described In subpara¬ 
graphs (1) and (2) of this paragraph 
shall Include a complete statement of 
the facts upon which the taxpayer relies 
to show the undue hardship which would 
resiilt if such an aggregation were not 
permitted. Such application shall also 
include a description of the nonoperat¬ 
ing mineral interests within the tract or 
tracts involved. If the Commissioner 
grants consent under this section, a copy 
of the letter granting such consent shall 
be attached to the return for the first 
taxable year for which such consent ap¬ 
plies. except in the case where the tax¬ 
payer has. pursuant to this section, 
already filed his Income tax return for 
that year. Upon electing to aggregate 
separate nonoperating mineral interests 
the taxpayer shall be bound by such elec¬ 
tion unless he obtains consent of the 
Commissioner to apply a dilTerent treat¬ 
ment. Such consent to a different ^eat- 
ment shall not be granted solely by 
reason of tax disadvantages renting 
from the use of the method of aggrega¬ 
tion. 

9 1.614-4 Jtules applicable to basis, 
holding period and abandonment losses 
where mineral interests have been aggre^ 
gated —<a> Basis of property resulting 
from aggregation —(1) General rule. 
When a taxpayer has aggregated as one 
property two or more interests under 
.section 614 (b> or <c>, the unadjusted 
basis of such aggregated property shall 
be the sum of the unadjusted bases of 
the various mineral Interests aggregated. 
The adjusted basis of the aggregated 
property on the date of aggregation shaU^ 
be the unadjusted basis of the aggre¬ 


gated property, adjusted by the total of 
all adjustments to the bases of the sev¬ 
eral mineral Interests aggregated as re¬ 
quired by section 1016 to the date of 
aggregation. However, for determining 
gain or loss on the sale or exchange of 
any port of the aggregated property the 
adjusted basis of the aggregated prop¬ 
erty (from which the adjusted basis of 
the part is determined) shall not be 
reduced below zero. 

(2) Basis upon disposition of part of 
an aggregated property. When a tax¬ 
payer has aggregated two or more sepa¬ 
rate mineral interests as one property, 
under section 614 (b> or (c>» and there¬ 
after sells, exchanges, or otherwise dis¬ 
poses of part of such property, the total 
adjusted basis of the property as of the 
date of sale, exchange, or other disposi¬ 
tion must be apportioned to determine 
the adjusted basis of the part disposed of 
and the part retained for purposes of 
computing gain or loss, depletion, and 
for all other purposes of subtitle A of the 
Internal Revenue Code of 1954. Such 
adjusted basis shall be determined by 
apportioning the total adjusted basis of 
the property between the part of the 
properly disposed of and the part re¬ 
tained in the same proportion as the fair 
market value of each part (as of the date 
of sale, exchange, or other disposition) 
bears to the total fair market value of 
the property as of such date. This rule 
also applies to cases In which a taxpayer 
after aggregating secures the consent of 
the Commissioner to treat such Interests 
in a different manner. 

(3) The ap];>licatlon of the provisions 
of subparagraphs (1) and (2) of this 
paragraph may be illustrated by the fol¬ 
lowing examples: 

Example (I). A Uxpayer owning three 
openiUng minenU interettA. A. B. and C, 
within A single operating unit, properly 
elects to aggregate such properUca for the 
year 1954 in his inoome tax return filed on 
April 15. 1955. *rhe unadjusted bases and 
adjustments under section 1010 for depletion 
through December 81.1953. In respect of such 
properties are as follows: 



CnstlliMied 

bMb 
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under 1015 
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The taxpayer hss created an aggregated 
property for income tax purposes ^ virtue 
or the aggregation. *rbe adjusted basis of 
this aggregated property as of the beginning 
of the taxable year* January 1, 1954, Is 
$17,000 ($58,000 less $41,000). 

Exempts (2). Assume the same facts In 
example (1), except that a portion of the 
eggr^ated property is told on June 1. 1058, 
for $15,000. In. order to determine the gain 
or lots from this tale as weU as the basis of 
the retained property an apportionment 
must be made. The aggregated property had 
a fair market value of $25,000 on the date of 
aale. From January 1, 1954. through May 
81.1956. $10X)00 of depleUon has been aUowed 
with respect to the aggregated property. In 
order to determine the adjusted baMs of the 
portlon'BOld. taxpayer will make the following 
apportionment: 
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>X $20,000 (bftala of aggregated property) 


$80,000 (FMV of portion told) 

$1^000 (FMV of aggiegalkl projw ' 

s=$16/X)0 (baala of portion told) 

The total gain on the sale U $04,000 ($80,000 lees $10,000)* The gain attributable to the sale 
of the portion held for leas than six months U computed as follows (assuming that the fair 
marltet value of the portion of Z included In the sale was $30.000); 

WO.OOO ( FMV Of Port'on of Z ^ 

$80,000 (FMV Of north tuOf) 

=$0A)0 basis of portion of Z sold 
The gain on portion of Z sold is $24,000 ($30,000 minus $6.000). 


(c) /bondoTiTTienf and ca^uaZfp losses. 
In the case of mineral interests which are 
aggregated as one property, no losses 
resulting from abandonment are allow¬ 
able until the aggregated property is 
abandoned or disposed of in Its entirety. 
Casualty losses are allowable in accord¬ 
ance with the rules applicable to casualty 
losses in general* For rules applicable to 
losses in general, see section 165 and the 
regulations thereunder. 

11.615 Statutory provisions; explore^ 
Uon expenditures, 

Bnc. 615. Exploration expenditures —(a) 
fa general. In the case of expenditures paid 
cr Incurred during the taxable year for the 
purpose of ascertaining the existence, loca¬ 
tion, extent, or quality of any depoait of ore 
or other mineral, and paid or incurred before 
the beginning of the development stage of 
the mine or depoait, there shall be allowed as 
a deduction In computing taxable income ao 
much of such expenditure as does not exceed 
$100,000. This section shall apply only with 
respect to the amount of such expendlttires 
which, but for this section, would not be 
allowable as a deduction for the taxable year. 
This section shall not apply to expenditures 
for the acquisition or Improvement of prop¬ 
erty of a character which Is subject to the 
allowance for depreciation provided In sec¬ 
tion 107, but allowances for depreciation 
fhsU be considered, for purposes of this 
•ectlon. at expenditures paid or incurred. In 
ho case shall this section apply with respect 
to amounts paid or Incurred for the purpose 
of ascertaining the existence, location, ex¬ 
tent. or quality of any deposit of oU or gam. 

(b) gfcctfon 0 / fsxpaycr. If the taxpayer 
elects. In accordance with regulations pre¬ 
scribed by the Secretary or his delegate, to 
treat as deferred expenses any portion of the 
amount deductible for the taxable year un¬ 
der subsection (a), such portion shall not 
be deductible In the manner provided In 
subsection (a) but shall be deductible on a 
rsuble basis as the units of produced ores or 
minerals discovered or explored by reason of 
such expenditures are sold. An election 
i^e under this subsection for any taxable 
iw shall be binding for such year. 

.<e) Llmifafion. This section shall not 
Apply to any amount paid or incurred in 
Any taxable year If In any 4 preceding years 
A deduction or election under this section, 
or the corresponding provision of prior laws, 
^ been allowed to, or exercised by— 

(1) The taxpayer, or 

(3) The Individual or corporation w»ho 
™ transferred to the taxpayer any mineral 
property. 

J*Aragraph (2) shall apply only if (A) the 
^payer was required to take Into account 
^Ader section 23 (0) (3) or the Internal 
SAvenut Code of 1832 the deduction allowed 
w or election exercised by such Individual 
^ rorpormtlon; (B) the taxpayer would be 
•ntltied under section 381 (c) (10) to de- 
^PAhses deferred under this section 
the ^trlbutor or transferor corporf- 
elected to defer such expenses; or (C) 
wt taxpayer acquired any mineral prepay 
'^^er clrcxinutonces which make section 


334 (b), 362 (a) and (b). 372 (a), 373 (b) 
(1), 723. 732. 1061, or 1682 apply to such 
transfer. 

(d) Adjusted basis of mine or deposit. 
The amount of expenditures which are 
treated under subsection (b) as deferred 
expenses shall be taken Into account In com¬ 
puting the adjusted basis of the mine or 
deposit, but such aoMunts, and the adjust¬ 
ments to basts provided in section 1016 (a) 
(10) shall be disregarded in determining 
the adjusted basis of the property for the 
purpose of computing a deduction for dc« 
pletlon under sectloa 611. 

% 1.615-1 Discovery or exploration 
expenditures —(a) General rule. Sec¬ 
tion 615 prescribes rules for the treat¬ 
ment of expenditures for ascertaining 
the existence, location, extent, or qual¬ 
ity of any deposit of ore or other mineral 
(other than oil or gas) paid or incurred 
by the taxpayer before the beginning 
of the development stage. Such expend¬ 
itures hereafter in the regulations un¬ 
der section 615 will be referred to as 
exploration expenditures. Under section 
615 (a), a taxpayer may, at his option, 
deduct exploration expenditures paid or 
incurred in an amount not to exceed 
$100,000 for any taxable year. Under 
section 615 <b> and ft 1.615-2 he may 
elect to defer any part of such amount 
and deduct such p^ on a ratable basis 
as the minerals benefited by such ex¬ 
penditures are sold. In any taxable year 
In which the taxpayer does not treat 
exploration expenditures under either of 
these methods, they will be charged to 
depletable capital account. The option 
to deduct under section 615 (a), and the 
election to defer under section 615 (b), 
may be exercised in only four taxable 
years as provided In S 1.615-4. 

(b) Expenditures to which section 615 
is not applicable. (1) Section 615 is not 
applicable to expenditures which would 
be allowed as a deduction without regard 
to such section. 

(2) Section 615 is not applicable to 
expenditures which arc reflected In im¬ 
provements subject to allowances for 
depreciation under sections 167 and 611. 
However, allowances for depreciation of 
such improvements which are used in 
the exploration of ores or minerals are 
considered exploration expenditures un¬ 
der section 615. If such improvements 
are used only In part for exploration 
during a taxable year an allocable por¬ 
tion of the allowance for depreciation 
shall be treated as an exploration 
expenditure. 

(3) Expenditures paid or Incurred by 
a taxpayer in consideration for the grant 
of an Interest in the minerals or ores 
are not exploration expenditures but are 
a part of the cost of such interest and 
shall be recovered through depletion 


allowances. For example, taxpayer A 
owns mineral leases on unexplored min¬ 
eral lands and agrees to convey an undi¬ 
vided one-fOurth (V 4 ) Interest in such 
leases to taxpayer B provided B will pay 
all of the exploration expenditures for 
ascertaining the existence, location, 
extent, or quality of any deposit of ore 
or other mineral which will be Incurred 
before the beginning of the development 
stage. B may not deduct such amount 
under section 615, but shaU treat such 
amount as part of the cost of his Interest, 
recoverable through depletion. 

(4) The provisions of section 615 do 
not apply to costs of exploration which 
are reflected in the amount which the 
taxpayer paid or incurred to acquire the 
property. Such provisions apply only to 
costs paid or incurred by the taxpayer 
for exploration undertaken directly or 
through contract by the taxpayer. See, 
however, sections 381 (a) and 381 (c> 
(10) for special rules with resi>ect to 
deferred exploration expenditures in 
certain corporate acquisitions. 

(c) Rules for determining exploration 
expenditures, (1) Exploration expendi¬ 
tures referred to in paragraph (a) of 
this section are those which are made 
before the existence of ores or minerals 
In commercially marketable quantities 
has been disclosed and before the de¬ 
velopment stage has begun. The time 
at which the development stage begins 
Is a question of fact to be determined by 
the taxpayer's activity. 

(2) Whether an expenditure Is an ex¬ 
ploration expenditure or a development 
expenditure will be determined with ref¬ 
erence to the particular deposit with 
respect to which It Is made. Fdr ex¬ 
ample. a taxpayer who has developed 
ores In commercially marketable quan¬ 
tities on deposit X and then makes ex¬ 
penditures for the purpose of disclosing 
the extent of the ore or mineral in that 
same deposit has incurred development 
expenditures. However, where the tax¬ 
payer has begun the development stage 
with respect to deposit X and from the 
same shaft drives a crosscut for the 
purpose of discovering another mineral 
deposit, the expenditures therefor are 
exploration expenditures. 

$ 1.615-2 Deduction of exploration ex- 
penditures in the year paid or incurred — 
(a) General. (1) Subject to the total 
limitation of $100,000. a taxpayer who 
has made exploration expenditures with 
respect to more than one deposit or mine, 
may deduct any portion of the expendi¬ 
tures attributable to each such mine or 
deposit. With respect to a particular 
deposit or mine the taxpayer may de¬ 
duct a portion of the exploration expend¬ 
itures under section 615 (a) and may 
defer and deduct the balance of such 
expenditures under section 615 (b). He 
must charge to capital account any 
amount in excess of $100,000 in any tax¬ 
able year and he must charge to capital 
account whatever amount has not been 
deducted currently or deferred. For ex¬ 
ample. taxpayer A has three mineral 
deposits, X, Y, and Z. In the taxable 
year 1957 A pays exploration expendi¬ 
tures of $75,000 on each deposit. The 
total allowable deduction for exploration 
expenditures Is $100,000. A deducts $50.- 
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000 and defers $25,000 with respect to 
deposit X. He deducts $25,000, and 
charges to capital account $50,000 with 
respect to dep^t Y, and charges to capi¬ 
tal account the entire $75,000 paid with 
respect to deposit Z. Thus. A has de¬ 
ducted or deferred $100,000 and capi¬ 
talized the excess. 

(b) Manner and effect of claiming de- 
duciion under section 615 (a), (DA 
taxpayer claiming a deduction under 
section 615 <a) shall indicate clearly on 
his income tax return the amount of the 
deduction claimed under such section 
with respect to each mine or deposit. 
Such mine or deposit shall be Identified 
by an adequate description. The tax¬ 
payer cannot change his deduction un¬ 
der section 615 (a) after the due date 
(including extensions thereof) for filing 
his income tax return. 

$ 1.615-3 Election to defer explora* 
tioii expenditures —(a) General rule, A 
taxpayer may defer any portion of the 
exploration expenditures made with re¬ 
spect to each mine or deposit, subject to 
the limitations of time and amount de¬ 
scribed in section 615 (c) and S 1.615-4. 
The amounts so deferred shall be de¬ 
ducted ratably as the units of the ores 
or minerals discovered or explored by 
reason of such expenditures are sold. 
For purposes of this section, the time 
that such minerals or ores are sold shall 
be determined by the application of the 
rules used for determining **gross in¬ 
come from mining’* for purposes of com¬ 
puting percentage depletion. See 
S 1.613-3 (b) for such i^es. 

(b> Effect and manner of making eleo 
tton. (1) The election to defer explora¬ 
tion expenditures shall api^ only to ex¬ 
penditures for the taxable year for which 
made. However, once made, the election 
shall be binding with respect to the ex¬ 
penditures for that taxable year. Thus, 
a taxpayer cannot revoke his election for 
any reason whatsoever. 

(2) The election shall be made for 
each mine or deposit by a clear indica¬ 
tion on the return, or by a statement 
filed with the district director with whom 
the return was filed, not later than the 
time prescribed by law for filing such 
return (including extensions thereof) 
for the taxable year to which such elec¬ 
tion is applicable. 

(c) Expenditures made by the owner 
who retains a non-operating mineral in¬ 
terest. (1) A taxpayer who elects to 
defer exploration expenditures and 
thereafter transfers his interest In the 
mine or deposit, retaining an economic 
interest therein, shall deduct an amount 
attributable to such interest on a pro 
rata basis as the interest pays out. For 
example, a taxpayer who defers explora¬ 
tion expenditures and then leases his 
deposit, retaining a royalty interest 
therein, shall deduct the deferred ex¬ 
penditures ratably as he receives royal¬ 
ties. If the taxpayer receives a bonus 
or advanced royaltU^ in connection with 
the transfer of his interest, he shall de¬ 
duct deferred expenditures allocable to 
such bonus or advanced royalties In an 
amount which is in the same proportion 
to the total of such costs as the bonus 
or advanced roj^ltics bears to the bonus 
and total royalties expected to be re- 
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celved. Also, in the case of a transfer 
of a mine or deposit by a taxpayer who 
retains a production payment therein^ 
he shall deduct the exploration expendi¬ 
tures ratably oyer the payments expected 
to be received. 

(2) Where a taxpayer receives an 
amount, in addition to retaining an 
economic interest, which amount is 
treated as from the sale or exchange 
of a capital asset or property treated 
under section 1231 (except coal to 
which section 631 (c) applies) the de¬ 
ferred exploration expenditures shall be 
allocated between the interest sold and 
the interest retained in proportion to 
the fair market values of each interest 
as of the date of sale. The amount allo¬ 
cated to the interest sold may not be 
deducted, but shall be a part of the basis 
of such interest. 

(d) Losses from abandonment In 
the case of an abandonment of the 
•’property,” as defined in section 614, 
upon which the deposit Involved is lo¬ 
cated. the amount of deferred expendi¬ 
tures not yet deducted at such time may 
be allowed as a deduction under section 
165. relating to losses. 

(e) Compuiaton of amount of deduce 
tion. The amount ot the deduction al¬ 
lowable during the taxable year is an 
amoxmt A. which bears the same ratio 
to B (the total deferred exploration ex¬ 
penditures for a particular mine or de¬ 
posit reduced by the amount of such ex¬ 
penditures deducted in prior taxable 
years) as C (the number of units of the 
ore or mineral benefited by such expen¬ 
ditures sold during the taxable year) 
bears to D (the number of units of ore 
or mineral benefited by such expendi¬ 
tures remaining as of the txixablc year). 
For the purposes of this proportion, the 
•'number of units of ore or mineral 
benefited by such expendittire remain¬ 
ing as of the taxable year” Is the number 
of units of ore or mineral benefited by 
the deferred exploration expenditures 
remaining at the end of the year to be 
recovered from the mine or deposit (In¬ 
cluding units benefited by such expen¬ 
ditures recovered but not sold) plus the 
number of units benefited by such ex¬ 
penditures sold within the taxable year. 
The principles outlined In 1 1.611-2 are 
applicable in estimating the number of 
imits remaining as of the taxable year 
and the number of imits sold during the 
taxable year. The estimate is subject to 
revision In accordance with that section 
in the event it is ascertained as the result 
of operations or development that the 
remaining units are materially greater 
or less than the number of units remain¬ 
ing from a prior estimate. 

f 1.615-^ Limitation of amount de¬ 
ductible —(a) OeneraL In any taxable 
year a taxpayer may deduct or defer ex¬ 
ploration expenditures, to which section 
615 is applicable. In an amount not In ex- 
cess of $100,000. The application of sec¬ 
tion 615 is limited to any four taxable 
years (Including taxable years of less 
than 12 months). Such four taxable 
years need not be consecutive. In deter¬ 
mining whether a taxpayer has made 
use of a taxable year, a year In w^hlch 
he makes an election to defer explora¬ 
tion expenditures shall count as one 


year. Any subsequent taxable year In 
which such deferred expenditures are 
deducted shall not be considered as a 
year used. 

(b) Transferee of mineral property, 
(1) The taxpayer shall take Into account 
for purposes of the 4-year limitation any 
year In which an individual or corx)ora- 
tion, who has transferred any mineral 
property to him, has deducted or de¬ 
ferred exploration expenditures under 
section 615, or section 23 (ff) of the In¬ 
ternal Revenue Code of 1939. provided 
any of the following subdivisions of this 
subparagraph are applicable. 

(1) The taxpayer under section 23 iff) 
ot the Internal Revenue Code of 1939 
was reqtiired to take into accoimt a tax¬ 
able year In which his transferor was 
allowed the deduction or exercised the 
election to defer. 

(ii) The taxpayer would be entitled 
under section 331 (c) (10) to deduct 
exploration expendittires If the trans¬ 
feror (or distributor) corporation had 
elected to defer such expenditures. For 
example. If the taxpoyer acquired any 
mineral property In a transaction de¬ 
scribed in section 381 (a) (relating to 
the acquisition of assets through certain 
corporate liquidations and reoganiza- 
tions) the years in which the transferor 
exercised the election to defer or deduct 
exploration expenditures shall count as 
a year towards computing the taxpayer's 
4-year limitation. For a further limita¬ 
tion see section 381 (c) (10). 

(ill) *1116 taxpayer acquired any min¬ 
eral property under circumstances which 
make applicable the following sections 
of the Internal Revenue Code: 

(a) Section 334 (b), relating to the 
liquidation of a subsidiary where the 
basis of the property in the hands of the 
distributee is the same as it would be 
In the hands of the transferor. 

(b) Sections 362 (a) and (b), relating 
to property acquired by a corporation as 
X>ald-in surplus or as a contribution to 
capital, or in connection with a trans¬ 
action to which section 351 applies. 

(c) Section 372 (a), relating to reor¬ 
ganization In certain receiverships and 
bankruptcy proceedings. 

(d) Section 373 (b) (1). relating to 
property of a railroad corporation 
acquired In certain bankruptcy or re¬ 
ceivership proceedings. 

(e) Section 723, relating to property 
contributed to a partnership by a 
partner. 

(/) Section 732. relating to the dis¬ 
tribution of partnership property to a 
partner. 

ig) Section 1051, relating to property 
acquired by a corporation that is a mem¬ 
ber of an afflliated group. 

(h> Section 1082, relating to property 
acquired pursuant to a Securities Ex¬ 
change Commission order. 

(2) For purposes of subparagraph (1) 
of this paragraph it Is immaterial 
whether or not a deduction has been 
lou'ed or an election has been made by 
the transferor with respect to the spe¬ 
cific mineral property transferred. 

(3) Where a mineral property B 
acquired under any circumstance except 
those described in subparagraph <1) of 
this paragraph, the taxpayer Is not re¬ 
quired to take into account the election 
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exercised by or deduction allowed to his 
transferor. 

(4) The application of the provisions 
of paragraph (b) of this section naay be 
illustrated by the follovring examples: 

Btample (/>• Aasume that a taxpayer 
who has never claimed the beneou of aec- 
Uon 015 received In 1050 a mineral depodt 
from X corporation upon a distribution in 
complete liquidation of the latter under con¬ 
dition! which would make the provUiona of 
Lfaction 334 (b) applicable in determining 
the baalx of the property in the hands of the 
taxpayer, and that during the year 1055 X 
corporation expended $60,000 for exploration 
expenditures which X corporation elected to 
treat aa deferred expenses. On the basis of 
these facts the taxpayer may deduct or defer 
for any three (not necesaarlly consecutive) 
subsequent tasuible years exploration ex¬ 
penditures made in those years not to exceed 
$100,000 In any year. 

Example (2). Assume the same facts 
suted In example (I) except that, prior to 
acquisition by the taxpayer of the deposit 
from corporation X in 1956. corporation X 
had acquired the deposit In 1054 in a similar 
distribution from ,Y Corporation which, in 
the years 1952 and 1953. deducted exploration 
cosu paid In respect of an entirely different 
deposit In the amounts of $30,000 and $50,000 
rsspecUvely, Under these circumstances, 
the taxpayer may deduct or defer exploration 
expenditures paid or incurred for only one 
taxable year In an amount not in excess of 
1100.000. 

Example (3). In 1957 A and B transfer 
assets to a corporation under cdrcumatancet 
making section 351 applicable to such a 
transfer. Among the assets transferred by A 
U a mineral lease with respect to certain coal 
landa. A has deducted exploration expendi¬ 
tures under section 615 for the years 1954 
fmd 1955 made with respect to open deposits 
hoi Included in the transfer to the oorpora- 
tton. The corporation shall be charged with 
the two years previously used by A and shall 
have only two years in which to treat ex¬ 
ploration expenditures under section 615. 

ExKtmple (4). In 1956. A. B. and C form 
a partnership for the purpose of exploring 
for. developing, and producing uranium. A 
eontributea to the partnership a uranium 
Sease. A haa Individually made exploration 
expenditures with respect to other mineral 
properties not contributed to tbe partner¬ 
ship and which he has deducted under sec¬ 
tion 015 (a) for the years 1954 and 1955. B 
coniiibutes a uranium lease to the partner¬ 
ship on which he made exploration expendi¬ 
tures in 1955 which he elected to defer under 
section 615 (b). The partnership under 
tbeee circumstances will be allowed only one 
year In which to treat exploration expendi- 
turn under section 615. 

11.615-3 Time for making election 
^th respect to returns due prior to 
ninetp days after adoption of regular 
In the case of any taxable year 
beginning after December 31, 1953 and 
ending after August 16, 1954, the income 
^ return for which Is due before the 
itinetleth day after the regulations 
wopted under section 615 are published 
m the PratRAL Register, the time for 
exercising any option or making any 
under section 615 shall expire on 
the ninetieth day after such publication. 

i 1-616 Statutory provisions: develop^ 
ment expenditures^ 

Sic. 616. Development expenditurts^ia) 

general. Kxcept os provided In subacetton 
(b). there shaU idtowed as a deduction In 
taxablo Income aU expendlturea 
or Incurred curing the taxable year for 
development Of a mine or other natural 


deposit (other than an oil or gaa well)- If 
paid or Incurred after the existence of ores 
or minerals in commercially marketable 
quantities has been disclosed. This section 
shall not apply to expendlturea for the 
acquisition or improvement of property of 
a character which Is subject to the allowance 
for depreciation provided m section 167. but 
allowances for depreciation shall be consid¬ 
ered, for puriKJsca of this section, as 
expenditures, 

(b) Kleciicn of taxpayer. At the election 
of the taxpayer, made In accordance with 
regulations prescribed by the Secretary or 
his delegate, expenditures described in sub¬ 
section (a) paid or Incurred during the 
taxable year shall be treated as deferred 
expenses and shall be deductible on a ratable 
basis as the units of produced ores or min¬ 
erals henehted by such expenditures are 
sold. In the case of such expenditures paid 
or incurred during the development stage of 
the mine or deposit, the election shall apply 
only with respect to the excess of such ex¬ 
penditures during the taxable year over the 
net receipts during the taxable year from 
the ores or minerals produced from such 
mine or deposit. The election under this 
subsection, if made, must be for the total 
amount of such expenditures, or the total 
amount of such excess, aa the case may he, 
with respect to the mine or deposit, and 
shall be binding for such taxohlo year. 

(e) Adjusted basis of mine or deposit. 
The amount of expenditures which are 
treated under subsection (b) as deferred ex¬ 
penses shall be taken Into account In com¬ 
puting the adjusted basis of the mine or 
deposit, except that such amount, and the 
adjustments to boats provided in section 
1016 (a) (9), shall he duregarded In deter¬ 
mining the adjusted basis of tbe property 
for the puriKwe of computing a deduction for 
depletion under section 611. 

f 1.616-1 Developmeii t expenditures — 

(a) General rule. Section 616 prescribe* 
rules for treating expenditures paid or 
Incurred by the taxpayer for the devel¬ 
opment of a mine or other natural de¬ 
posit (Other than an oil or gas well). 
8uch expenditures hereafter in this sec¬ 
tion and $ 1.616-2 will be referred to 
as development expenditures. Develop¬ 
ment expenditures under section 616 are 
those which are made after the exist¬ 
ence of ores in commercially marketable 
quantities haa been disclosed and the 
development operations have begun. 
Under section 616 (a), a taxpayer is al¬ 
lowed a deduction for development ex¬ 
penditures whether or not such expendi¬ 
tures are made in the development or 
production stage of the mine or deposit. 
Under section 616 (b), the taxpayer may 
elect to defer development expenditures 
made in the development or producing 
stage and to deduct such expenditures 
ratably as the minerals or ores bene¬ 
fited are sold. While the mine or de¬ 
posit is in the development stage the 
election applies only to that portion of 
the development expenditures which Is 
in excess of net receipts from the mine 
or deposit. See fi 1.616-2 for rules with 
respect to the election to defer. It Is not 
necessary that the taxpayer incur the 
development costs diiTctly. He may 
engage a contractor to make the expendi¬ 
tures on his behalf. 

(b) Expenditures to which section 616 
is not applicable, (1) Section 616 Is not 
applicable to development expenditures 
which are deductible for the taxable year 
under any other provision of the internal 
revenue laws. 


(2> Section 616 is not applicable to ex¬ 
penditures which are reflected in im¬ 
provements subject to alloa'BJices for 
depreciation under sections 167 and 611. 
However, allowances for depreciation of 
such improvements which are used in the 
development of ores or minerals are con¬ 
sidered development expenditures under 
section 616. If such improvements are 
used only in part for development during 
a taxable year an allocable portion of the 
allowance for depreciation shall be 
treated as a development expenditure. 

(3) Expenditures paid or Incurred by 
a taxpayer In consideration for a grant 
of an interest in the minerals or ores are 
not development expenditures but are a 
part of the cost of such Interest and shall 
be recovered through depletion allow¬ 
ances. For example, taxpayer A owns 
mineml leases on undeveloped mineral 
lands. A agrees to convey an undivided 
one-fourth interest in such leases 
to B, provided B will pay all of the devel¬ 
opment expenditures with respect to the 
deposits on these leases. B may not de¬ 
duct such amount under section 616. but 
shall treat such amount as part of the 
cost of his interest, recoverable through 
depletion, 

(4) The provisions of section 616 do 
not apply to costs of development which 
are reflected in the amount which the 
taxpayer paid or incurred to acquire the 
property. Such provisions apply only to 
costs paid or incurred by the taxpayer 
for development undertaken directly or 
through contract by the taxpayer. See, 
however, sections 381 (a) and 381 (c) 
(10) for special rules with respect to 
deferred development expenditures In 
certain corporate acquisitions. 

(c) Mine or deposit. Section 616 has 
reference to expenditures made for the 
development of a mine or other natural 
deposit, whichever is the smaller unit. 
Within an aggregated property, as that 
term is defined In section 614 (b>. or 
within a single tract or parcel of land, 
there may be more than one mine or 
deposit. Where a mine contains more 
than one natural deposit, the taxpayer 
may deduct the development expendi¬ 
tures under section 616 (a) made with 
respect to one of such deposits, and may 
defer under section 616 (b) the develop¬ 
ment expenditures made with respect to 
another of such deposits. Where there 
is more than one mine opening Into a 
single deposit, the taxpayer may deduct 
the development expenditures under 
section 616 (a) made with respect to one 
of such mines, and may defer under 
section 616 <b) the development expendi¬ 
tures made with respect to another of 
such mines. The taxpayer must treat 
consistently all development* expendi¬ 
tures with respect to each suen mine or 
deposit in a taxable year. The taxpayer 
must make a separate determination of 
the units of minerals or ores benefited 
in a mine or deposit (regardless of the 
computation of the depletion allowance) 
in order that deferred expenditures with 
respect to such mine or deposit may be 
deducted on a ratable basis, 6ee 
$ 1.616-2 (h). 

I 1.616-2 Election to defer —(a) Gen¬ 
eral rule. In lieu of taking a deduction 
under section 61(1 (a), in the taxable 
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year when the development expenditures 
are paid or incurred, a taxpayer may 
elect imder section 616 <b) to treat such 
expenditures with respect to each mine 
or deposit as deferred expenses to be 
deducted ratably as the units of the pro¬ 
duced ore or minerals benefited by such 
expenditures are soIcL Section 616 (b) 
is applicable to expenditures paid or In¬ 
curred both in the development and pro¬ 
ducing stage of the mine or deposit. 
However, in the case of expenditures 
made in the development stage, this 
election is applicable only to the excess 
of the amount of expenditures over the 
net receipts from the ore or minerals 
from such mine or deposit received or 
accrued during the development stage 
and in the same taxable year as the ex¬ 
penditures were paid or incurred. Such 
development expenditures not In excess 
of such net receipts shall be treated under 
section616 (a). 

<b) Producing stage; definition of. 
The mine or deposit w'ill be considered 
to be in a producing stage when the 
major portion of the mineral production 
is obtained from workings other than 
those opened for the purpose of develop¬ 
ment, or w^hen the principal activity of 
the mine Is the production of developed 
ores or minerals rather than the develop¬ 
ment of additional ores or minerals for 
mining. 

<c> *'Net receipts*': definition of. The 
term *'net receipts” means the amount 
of the sales price attributable to the 
crude ore or mineral, excluding from 
such sales price, the costs of transporting 
the ores or minerals from the mine and 
the costs of further processing, manu¬ 
facturing. or marketing. 

(d) Determinotion of time of tale. 
Section 616 (b) provides that the de¬ 
ferred expenditures shall be deducted 
on a pro rata basis os the ore or m i n e r als 
benefited by such expenditures are sold. 
The time that miner^ are sold shall be 
determined by the application of the 
rules used to determine Agrees income 
from mining” from such ores or minerals 
for purposes of section 613. See 1 1.613-3 
(b). 

(e) Expenditures made bp the cnoner 
trho retains a nonoperating interest. (1) 
A taxpayer who elects to defer develop¬ 
ment expenditures and thereafter trans¬ 
fers his interest in the mine or deposit, 
retaining an economic interest therein, 
shall deduct an amount attributable to 
such Interest on a pro rata basis as the 
interest pays out. Fbr example, a tax¬ 
payer who defers development expendi¬ 
tures and then leases his deposit, 
retaining a royalty Interest therein, shall 
deduct the deferred expenditures ratably 
as he receives royalties. If the taxpayer 
receives a bonus or advanced royalties 
in connection with the transfer of his 
interest, he shall deduct deferred ex¬ 
penditures allocable to such bonus or 
advanced royalties in an amount which 
is in the same proportion to the total of 
such costs as the bonus or advajiced 
royalties bears to the bonus and total 
royalties expected to be received. Also, 
in the case of a transfer of a mine or 
deposit by a taxpayer who retains a pro¬ 
duction payment therein, he may deduct 
the development expenditures ratably 
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over the payments expected to be 
received. 

<2) Where a taxpayer receives an 
amount, in addition to retaining an 
economic interest, w'hich amount is 
treated as from the sale or exchange of 
a capital asset or property treated un¬ 
der section 1231 (except coal to which 
section 631 (c) applies) the deferred 
development expenditures shall be allo¬ 
cated between the Interest sold and the 
interest retained in proportion to the 
fair market value of each interest as of 
the date of sale. The amount allocated 
to the interest sold may not be deducted, 
but shall be a part of the basis of such 
Interest. 

(f) Losses from abandonment In the 
case of an abandonment of the ”prop- 
erty,” as defined in section 614, upon 
which the deposit involved Is located, the 
amount of deferred expenditures not yet 
deducted at such time may be allowed as 
a deduction under section 165, relating 
to losses. 

(g) Effect of election. (1) The elec¬ 
tion to defer development expenditures 
Shan apply only to expenditures for the 
taxable year for w’hich made. However, 
once made, the election shaU be binding 
with respect to the expenditxures for that 
taxable year. Thus, a taxpayer cannot 
revoke his election for any reason what¬ 
soever. 

(2) The election shaU be made for 
each mine or deposit by a clear indica¬ 
tion on the return or by a statement 
field with the district director with whom 
the return was filed, not later than the 
time prescribed by law for filing such 
return (including extensions thereof) 
for the taxable year to which such elec¬ 
tion is applicable. 

<h) Computation of amount of deduc^ 
tions. The amount of the deduction al¬ 
lowable during the taxable year is an 
amount A. which bears the same ratio 
to B (the total deferred development ex¬ 
penditures for a particular mine or 
deposit reduced by the amount of such 
expenditures deducted in prior taxable 
years) as C (the number of units of the 
ore or mineral benefited by such expendi¬ 
tures sold during the taxable year) bears 
to O (the number of units of ore or min¬ 
eral benefited by such expenditures re¬ 
maining as of the taxable year). For 
the purposes of this proportion, the 
•‘number of units of ore or mineral ben¬ 
efited by such expenditure remaining as 
of the taxable year” is the number of 
units of ore or mineral benefited by the 
deferred development expenditures re¬ 
maining at the end of the year to be 
recovered from the mine or deposit (in¬ 
cluding units benefited by such expendi¬ 
tures recovered but not sold) plus the 
number of units benefited by such ex¬ 
penditures sold within the taxable year. 
The principles outlined in S 1.611-2 are 
applicable in estimating the number of 
units remaining as of the taxable year 
and the number of units sold during the 
taxable year. The estimate is subject 
to revision in accordance with that sec¬ 
tion in the event it Is ascertained as the 
result of operations or development that 
the remaining imits are materially 
greater or less than the number of units 
remaining from a prior esUmawe. 


1 1.616-3 Time for making election 
icith respect to returns due prior to 
ninety days after adoption of regulations. 
In the case of any taxable year begin¬ 
ning after December 31.1953 and endin:^ 
after August 16. 1954, the income tax 
return for which is due before the nine¬ 
tieth day after the regulations adopted 
under section 616 arc published in the 
Pedckal Registxx. the time for making 
any election under section 616 shall ex¬ 
pire on the ninetieth day after such 
publication. 

i 1.621 Statutory provisions: pov- 
ments to encourage exploration, develop^ 
ment, and mining for defense purposes. 

8ec. 021. Payments to encourage txpUnc- 
Hon, development, and mining for defense 
purposes. Tbero thsU not be included to 
groM Income any amount paid to a taxpayer 
by the United States (or any agency or In- 
•trumentallty thereof), whether by grant or 
loan, and whether or not repayable, for the 
encouragement of exploration, dertiopmrnt, 
or mining of criUcal and atrategfc mlnerali 
or metala pumuint to or in connection with 
any undertaking approved by the United 
Statea (or any of Its agencies or tnstm- 
mentalities) and for which an accounting Is 
made or required to be made to an appro¬ 
priate governmental agency, or any for^ve- 
ness or discharge of any part of such amount 
Any expenditures (other than expenditures 
made after the repayment of such grant or 
loan) attributable to such grant or loan 
ahall not be deductible by the taxpayer as 
an expense nor Increase the basis of the 
taxpayer's property either for determining 
gain or loss on sals, exchange, or other dii- 
positiOD or for computing depletion or de¬ 
preciation. but on the repayment of any por¬ 
tion of any such grant or loan which baa 
been expended In accordance with the terms 
thereof such deductions and such Increoee 
in basis shall to the extent of such repaynsent 
be allowed as if made at the tlxns of such 
repayment. 

11.621-1 Payments to encourage «- 
ploration, development, and mining for 
defense purpose—(a) General rule. 
(1) Under section 621, a taxpayer shall 
exclude from gross income amounts 
which are paid to him: 

(i) By the United States or by an 
agency or instrumentality of the United 
States, 

(ii) As a grant, gift, bounty, bonus, 
premium, incentive, subsidy, loon, or 
advance. 

(Hi) For the encouragement or ex¬ 
ploration for. or development or mlnliv^: 
of, a critical and strategic mineral or 
metal. 

<lv) Pursuant to or in connection with 
an imdertaking by the taxpayer to ex¬ 
plore for, or develop or produce, such 
mineral or metal and to expend or use 
any amounts so received for the purpose 
and in accordance with tlie terms and 
conditions upon which such amounts are 
paid, which undertaking has been ap¬ 
proved by the United States or by an 
agency or instrumentality of the United 
States, and 

(V) For which the taxpayer has ac¬ 
counted. or is required to account, to an 
appropriate agency of the United States 
Government for the expenditure or u^ 
thereof for the purpose and In accord¬ 
ance with the terms and conditions upon 
which such amounts a^e paid. 
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In order for section 621 to apply, such 
i\mount must qualify under each of the 
foregoing subdivisions. Under section 
621. there shall also be excluded from 
gross Income any Income attributable to 
the forgiveness or discharge of any in* 
debtedness arising from amounts to 
which such section applies. 

(2) Section 621 is applicable whether 
or not the payee is obligated to repay to 
the United States any portion or all of 
the amount so received. However, such 
section is not am^licable to any loan or 
advance for the repayment of which the 
borrower*5 liability is unconditional and 
legally enforceable. 

(3) Except as provided in paragraph 
(d> of this section any expenditure at¬ 
tributable to an amount received by a 
taxpayer to which section 621 applies 
shall not be deductible by the taxpayer 
as an expense under subtitle A of the 
Internal Revenue Code of 1954. nor shall 
any such expenditure increase the basis 
of the taxpayer's property either for 
determining gain or loss on sale, ex¬ 
change. or other disposition, or for 
computing depiction or depreciation (in¬ 
cluding amortization under section 168). 

(b) Allowance as part of purchase 
price. (1) Section 621 is not applicable 
to any part of the purchase price of a 
critical and strategic mineral or metal 
which amount is received, whether be¬ 
fore. on, or after delivery from the 
United States or any agency or instru¬ 
mentality thereof, and irrespective of 
whether such purchase price is below, at. 
or above the currently prevailing market 
price, 

(2) However, a payment of a separate 
and specific amount for the encourage¬ 
ment of exploration for. or development 
or mining of. a critical and strategic 
mineral or metal shall not be considered 
to be a part of the purchase price of such 
mineral or metal merely because such 
payment is added to. or included with, 
the payment of such purchase price. 

(O Paj/ments for expenditures preri- 
tmly deducted or capitalized. (1) 
Where amounts described in section 621 
and this section are paid to a taxpayer in 
reimbursement for expenditures previ¬ 
ously allowed as a deduction, the tax¬ 
payer shall include in gross income that 
portion of such amounts which is equiva¬ 
lent to the deduction for such expendi¬ 
tures allowed to the taxpayer and which 
deduction resulted in a reduction for any 
taxable year of the taxpayer's taxes un¬ 
der subtitle A of the Internal Revenue 
Code of 1854 (other than chapter 2. re¬ 
lating to tax on self-employment in¬ 
come), or prior income, war-profits, or 
excess-profits tax laws. 

i2) Where amounts described in sec¬ 
tion 62i and this section are paid to the 
taxpayer in reimbursement for expendi¬ 
tures which have been deferred under 
•^ons 615 and 616 (relating to ex¬ 
ploration and development expendi¬ 
tures > the taxpayer shall Include in gross 
wome that portion of such amounts 
is equivalent to any deduction for 
expenditures allowed to the tax- 
Wer and which deduction resulted in a 
jOductlon for any taxable year of tho 
•J^ayer's taxes under subtitle A of the 
Revenue Code of 1954 (other 


than chapter 2. relating to tax on sclf- 
employinent income), or prior income, 
war-profits, or excess-profits tax laws. 
The portion of such amounts, equivalent 
to expenditures which are reflected In the 
adjusted basis of the assets to w^hich 
charged, shall be excluded from gross 
income, and such adjusted basis shall be 
decreased by the amount of such 
exclusion. 

(3) Where amounts describ<xl in sec¬ 
tion 621 and this section are paid to Um 
taxpayer in reimbursement for expendi¬ 
tures which have been charged to capital 
account (either to a depletable or de¬ 
preciable account), there shall be in¬ 
cluded in the taxpayer's gross income 
that portion of such amounts which is 
equivalent to such capital expenditures 
that have been recovered through cost 
depletion or depreciation deductions and 
which deductions have resulted in a re¬ 
duction of the taxpayer's taxes for any 
taxable year under subtitle A of the In¬ 
ternal Revenue Code of 1954 (other 
than chapter 2. relating to tax on self- 
employment Income), or prior income, 
war-profits, or excess-profits tax laws. 
The portion of such amounts which is 
equivalent to the expenditures which 
are reflected in the adjusted basis of the 
asset to which charged shall be excluded 
from gross income. Tho adjusted basis 
of such assets shall be reduced by the 
amount of such exclusion from gross 
income. 

(4) Where amounts described In sec¬ 
tion 621 and this section are paid to U\e 
taxpayer in reimbursement for expendi¬ 
tures which have been charged to a 
depletable capital account, such amounts 
shall bo excluded to the extent such ex¬ 
penditures are recovered through deple¬ 
tion deductions computed under section 
613 (relating to percentage depletion). 

(5) The amount of reimbursed ex¬ 
penditures charged to an account (de¬ 
pletable or depreciable) and recovered 
through depletion or depreciation deduc¬ 
tions for any taxable year shall be that 
proportion of the total deductions al¬ 
lowed with respect to such account that 
such reimbursed expenditures bear to 
the total amount in the account. For 
example, in 1956 A incurs exploration 
expenditures of $12,000 which he charges 
to a depletable capital account. This 
brings the total amount in this account 
to $36,000 which is the adjusted basis of 
the property on January 1. 1957. In 
1957, A Is allowed a deduction for cost 
depletion of $9,000 which resulted in a 
reduction of As Income taxes. One- 
third of this deduction is attributable to 
the $12,000 of exploration expenditures 
since they w*ore a third of the total in 
the capital account on January 1, 1957. 
Therefore, on January 1. 1958, these 
exploration expenditures make up $9,000 
of the remaining $27,000 in the account. 
If on January 1. 1958. A receives $12,000, 
which qualifies under section 621, In 
reimbursement for these exploration 
expenditures, he must report $3,000 as 
income and reduce the capital account 
by $9,000. 

(d) Definition. As used in section 621 
and this section, the term "critical and 
strategic minerals or metals" means 
minerals and metals which are con¬ 


sidered by those departments, agencies, 
and instrumentalities of the United 
States charged with the encouragement 
of exploration for, and development and 
mining of. critical and strategic minerals 
and metals, to constitute critical and 
strategic minerals and metals for defense 
purposes. See, for example, section 7 of 
Ordcr-1 of the Defense Minerals Ex¬ 
ploration Administration, as amended 
March 23. 1954. 19 P. R. 1563. 

(e> Repayments of amounts excluded 
under section 621. Upon the repayment 
by Uic taxpayer of any portion of any 
amount to which section 621 applies and 
which portion has been expended for 
the purpose and in accordance with Uio 
terms and conditions upon which it was 
paid to the taxpayer, any expenditures 
attributable to such amount made by the 
taxpayer shall be treated as if such ex¬ 
penditures had been mode at the time 
of such repayment. Such expenditures 
shall to the extent of the repayment be 
expensed or capitalized, as the case may 
be. In the order in which they were actu¬ 
ally made or in such other manner as 
may be adopted by the taxpayer with 
the approval of the Commissioner. 

(F. R Doc. 56-8928; Filed. Not. 2. 1056; 

8:49 a. m.] 


DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 

( 7 CFR Parti 908, 918 1 
(Docket No. AO-243-A3. Aa-219-A7| 

Mrk IN Centhal Arkansas and Memphis, 
Tennessee, Marketing Areas 

NOTICE or recommended decision and op¬ 
portunity TO FILE WRITTEN EXCEPTIONS 
WITH RESPECT TO PIOPOSCD AMENDMENTS 
TO TENTATIVE MARKETING AGREEMENTS 
AND TO ORDERS. AS AMENDED 

Pursuant to the provisions of the Agri¬ 
cultural Marketing Agreement Act of 
1937. as amended (7 U. 8. C. 601 et seq.) 
and t^ie applicable rules of practice and 
procedure, as amended, governing the 
formulation of marketing agreements 
and marketing orders (7 CFR Part 900), 
notice is hereby given of the filing with 
the Hearing Clerk of the recommended 
decision of the Deputy Administrator, 
Agricultural Marketing Service. United 
States Department of Agriculture, with 
respect to proposals to amend the tenta¬ 
tive marketing agreements and the 
orders, as amended, regulating the han¬ 
dling of milk in the Central Arkansas 
and Memphis. Tennessee, marketing 
areas. Interested persons may file 
written exceptions to this decision wiUi 
the Hearing Clerk. United States Depart¬ 
ment of Agriculture. Washington. D. C., 
not later than the close of business Uie 
tenth day after publication of this de¬ 
cision in the Federal Register. Excep¬ 
tions should be filed In quadruplicate. 

Preliminary statement. The hearing, 
on the record of which the proposed 
amendments to the tentative marketing 
agreements and to the orders, as amend¬ 
ed, were formulated, was conducted at 
Memphis. Tennessee, on September 5, 
1956 (21 P. R, 6489). The material is¬ 
sues of record related to: 
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1. Whether the proponent should be 
panted an out-of-area Class 1 price on 
all milk disposed of in the Memphis, Ten¬ 
nessee. marketing area (Federal Order 
No. 18) when the proponent’s milk plant 
Is regulated pursuant to Order No. 8 
(Central Arkansas). 

2. Whether* as an alternative to Issue 
No. 1. a provision should be adopted to 
regulate the proponent’s milk plant un¬ 
der Order No. 18 (Memphis) so long as 
at least 40 percent of the total Class I 
sales distributed from such plant In both 
the Memphis and Central Arkansas mar¬ 
keting areas, are distributed in the Mem¬ 
phis marketing area. 

Findings and conclusions. The follow¬ 
ing findings and conclusions on the ma¬ 
terial issues, are based on the evidence 
introduced at the hearing, and the record 
thereof: 

1. An out-of-area price on all Class I 
milk disposed of in the Memphis, Ten¬ 
nessee. marketing area should not be 
adopted. 

In this connection, it should be noted 
that the proposal discussed imder this 
Issue is in support of proposal No. 3 in 
the notice of hearing. Proposals 1 and 
2 in the notice of hearing were not sup¬ 
ported with testimemy at the hearing. 

A handler regulated under Order No. 8 
(Central Arkansas) since June 1956, re¬ 
quested a special price on Class 1 milk 
disposed of in the Memphis, Tenne^ssee. 
marketing area, ^lie purpose of the 
special price would be to permit tl^e pro- 
pement’s plant to receive milk for dis¬ 
tribution for fluid purposes at prices 
which it considers to be competitive with 
prices paid for milk by handlers regulated 
under Order No. 18 (Memphis) in the 
distribution of Class I milk in the Mem¬ 
phis area. 

The proponent’s plant was regulated 
under Order No. 18 (Memphis) from 
June 1954 to June 1956. During this 
time, the order entitled the plant to a 
location differential of 28 cents per hun¬ 
dredweight on all producer milk. The 
effect of certain other order provisions 
limited the application of this location 
differential to that portion of the pro¬ 
ponent’s milk distributed in the Memphis 
marketing area, and in certain areas out¬ 
side the Memphis and Central Arkansas 
marketing areas. The plant Is located 
approximately ISO miles from the Mem¬ 
phis area. The location differential Is 
designed to afford all plants regulated 
under the Memphis order the oppor¬ 
tunity to reduce the costs of moving milk 
to the Memphis market by an amount 
equivalent to existing transportation 
costs, thereby making uniform the prices 
to be paid at plants primarily associated 
with and regulated under the Memphis 
order. A decrease of approximately 
three percent in this handler’s Class I 
sales in the Memphis area resulted in his 
becoming subject to Order No. 8 (Central 
Arkansas). This was in accordance with 
a provision In each order that determines 
which order regulates producer prices at 
this plant. The determination is based 
on the relative volume of Class I sales 
over the most recent six-month periocL 
As a result of this provision, the Memphis 
Class I location differential has been no 
longer available to proponent’s plant. 


The purpose of this proposal Is to restore 
his opportunity to deduct location differ¬ 
entials for Memphis delivered milk, de¬ 
spite the change in relative volumes of 
sales between the Memphis and Central 
Arkansas marketing areas. 

The proponent testified that although 
Federal orders must be uniformly applied 
to all who are regulated by them, his 
situation Is unique, and entitles him to 
special provision. But, in the Central 
Arkansas market his position is essen¬ 
tially the same as that of other handlers. 
There are other handlers regulated un¬ 
der Order No. 8 (Central Arkansas) who 
distribute as much as 45 percent of their 
Class I sales outside the marketing area, 
and who compete with the proponent 
for Class I sales as far as. and including 
a portion of, the Memphis marketing 
area. 

The Central Arkansas area has had to 
import substantial quantities of other 
source milk in order to meet the demand 
for Class I milk in the Central Arkansas 
area. The proponent competes for pro¬ 
ducer milk with other Central Arkansas 
handlers. Any special price for a portion 
of his out-of-area sales would be a seri¬ 
ous Infraction of uniform pricing, which 
is the basic principle of Federal milk 
orders. 

Under existing deficit production con¬ 
ditions the entire Central Arkansas mar¬ 
ket would be affected by a special price 
for Class 1 sales outside the marketing 
area, whether by the proponent or by any 
handler regulated under Order No. 8. 
Producer returns would tend to be forced 
downward by the amount of the special 
price. The minimum price level pres¬ 
ently established by regulation would be 
reduced, possibly requiring subsequent 
action to restore or lncr(»se the former 
price leveL ’This would result In a Class I 
price in the Central Arkansas area 
higher than necessary to provide for an 
adequate, dependable supply of producer 
milk. 

Even if production conditions were 
such that supplies of producer milk were 
more than ample for fluid requirements, 
plus a necessary reserve, a special out- 
of-area price for Class I sales would not 
be justified. Instead, there would be 
grounds for lower prices, but lower prices 
on all Class I milk whether Inside or out¬ 
side the marketing area. 

2. An alternative proposal by the pro¬ 
ponent. 1. e., that the order should be 
amended to provide that a handler sell¬ 
ing Class I milk under both Orders No. 
8 (Central Arkansas) and No. 18 (Mem¬ 
phis) shall be regulated under Order No. 
18 so long as at least 40 percent of his 
Class I sales in the two markeUng areas 
are within the Memphis. Tennessee, mar¬ 
keting area, should not be adopted. 

The proponent maintains that since 
he was in a competitive position in both 
markets when he was under the Memphis 
order, he should continue under that or¬ 
der so long as a substantial portion of 
his Class I business is in that area. He 
argues that a slight change In his relative 
sales in the two areas should not be al¬ 
lowed to change this competitive posi¬ 
tion, because it disturbs not only his 
business, but also the price stability of 
both markets. 


In justifying the proposal, the propo< 
nent testified that in developing CIom I 
sales in the Memphis and Central Arkan¬ 
sas marketing areas, his firm relied on 
its ability to purchase milk on a competi¬ 
tive basis with handlers In both area.^ 

This proposal, if adopted, would allow 
.the proponent to qualify as a regulated 
handler under the Memphis order, even 
though a larger volume of Class I sales 
may be distributed under another Fed¬ 
eral order. As a handler regulated by 
the Memphis order, he wodld be entitled 
to the location differential provided for 
In that order on all Class I sales. On 
such sales inside the Central Arkansas 
marketing area, the proponent would pay 
Into that pool the difference between the 
Memphis Class I price at the location of 
his plant, and the prevailing Central 
Arkansas Class I price. On the remain¬ 
der of his Class I sales sold in competi¬ 
tion with handlers regulated under the 
Central Arkansas order, the proponcjit 
would enjoy a lower producer price than 
they. 

Obviously, it would be more advan¬ 
tageous to this handler to operate tm- 
der the Memphis order than imder the 
Ontral Arkansas order. However, there 
Is no justification for determining the 
applicability of a Federal order to a 
handler who qualifies under more than 
one on any ba^ other than that of de¬ 
termining the market in which the 
largest volume of his Class I sales li 
distributed. 

It Is concluded that the method now 
provided for In both orders is the most 
equitable manner of determining the ap* 
plicabillty of a Federal order for all 
handlers. The order should not be 
amended in this respect at this time. 

RuUngs on proposed findings and con¬ 
clusions. A number of briefs were filed 
which contained statement of fact, pro¬ 
posed findings and conclusions and argu* 
ments with respect to the provisions of 
the proposed amendments. Every point 
covered In the briefs was carefully con¬ 
sidered along with the evidence In the 
record In making the findings and reach¬ 
ing the conclusiona hereinbefore set 
forth. To the extent that the findings 
and conclusions proposed in the briefs 
are inconsistent with the findings and 
conclusions contained herein, the request 
to make such findings or to reach such 
conclusions is denied on the basis of the 
facts found and stated in connection with 
the conclusions in the recommended 
decision. 

Issued at Washington. D. C., this 31 it 
day of October 1956. 

I SEAL] Roy W. Lekkartson. 

Deputy Administrator. 

|P. R. Doc. 56^943; Filed. Nov. 9. 

8:52 a. m.] 


ATOMIC ENERGY COMMISSION 

[ 10 CFR Part 9 I 

Public Rxcoros 

ifcmcx or proposed rule making 

Notice is hereby given that adopti^ 
of the following rules is contcmplat^J^- 
All Interested persons who desire to sub- 
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mlt written cozmncnU and suggestions 
for consideration in connection with the 
proposed rules should send them to the 
United States Atomic Energy Commls* 
ikm. 1901 Constitution Avenue 
Washington 25, D, C.. Attention: Direc¬ 
tor, Division of Civilian Application, 
within 15 days after publication of this 
In Lhe PgnsHAL Rzcistek. 

Sec. 

9.1 Scope. 

Definitions. 

9S Inclusion. 

9.4 Exocptlons. 

9.5 Location. 

99 Copies. 

9.7 Production or dlsclofure. 

Authoutt: If 0.1 to 0.7 issued under see. 
161. 68 SUt 048; 42 U. 8. C. 2201. 

19.1 Scope. This part prescribes the 
rules governing the Atomic Energy Com* 
mlssion'a public records which relate to 
ony proceeding subject to Part 2 and 
Pan 25 of this chapter. 

19.2 Definitions. As used in this 
part: 

(a) "Public records** means those 
documents In the custody of the AEG 
which are available for public inspection. 

(b) “Pilings** means: 

(1) Applications or other documents 
seeking Commission action, notices, or¬ 
ders. motions, answers, replies, objec¬ 
tions, stipulations, exceptions, proofs of 
service, briefs, transcripts of hearings, 
exhibits received in evidence, decisions, 
licenses, permits, rules, and regulations. 

(2) Exhibits, attachments and appen¬ 
dices to, amendments and corrections of, 
supplements to, and transmittals a n d 
withdrawals of any of the foregoing. 

ic) “Government agency** means any 
executive department, commission, inde¬ 
pendent establishment, corporation, 
wholly or partly owned by the United 
States of America which is an instru¬ 
mentality of the United States, or any 
board, bureau, division, service, office, 
officer, authority, administration or other 
eotablishment in the executive branch 
of the Government. 

<d) “Commission*' means the com¬ 
mission of five members or a quorum 
thereof sitting as a body, as provided by 
section 21 of the Atomic Energy Act of 
1954. 

<e) "AEC“ means the agency estab¬ 
lished by the Atomic Ehiergy Act of 1954, 
comprUdng the members of the Com¬ 


department of agriculture 

Agricultural Marketing Service 

Livxstocjc Sales, Martik, South 
Dakota, et al. 

rosTiNO or stockyards 

The Secretary of Agriculture has in- 
wmation that the livestock markets 
No. 216—7 


mission and all officers, employees, and 
representatives authorized to act In the 
case or matter whether clothed with 
final authority or not. 

(f) "AEC personnel*' means em¬ 
ployee, consultants, and members of ad¬ 
visory boards of the AEC. 

9 9.3 Inclusions. Except as excluded 
by 9 2.403 of this chapter, the following 
matters are Included in the public rec¬ 
ords: 

(a) All filings In proceedings. 

(b) AU correspondence or portions of 
correspondence to and from AEC re¬ 
garding the Issuance, amendment, trans¬ 
fer. renewal, modification, suspension, 
or revocation of a license or permit or 
regarding a rule-making proceeding sub¬ 
ject to Part 2 of this Title. 

<c) All correspondence or portions of 
correspondence to and from AEC as to 
the interpretation or applicability of 
any statute, rule, regulation, order, 
license, or permit; and letters of opinion 
as to such matters signed by the Gen¬ 
eral Counsel. 

(d) AU filings in court proceedings 
to which the AEC is a party and all 
correspondence with the courts or clerks 
of court, 

9 9.4 Exceptions. The foUowing are 
not included in the public records: 

(a) Documents withheld In accord¬ 
ance with the provisions of 9 2.790 (b> 
and (c) of this chapter. 

(b) Documents relating to personnel 
matters and medical and other personal 
information, which, under general gov¬ 
ernmental personnel practices, are not 
normally made public. 

(c) Intra-agency and Inter-agency 
communications, including memoranda, 
reports, correspondence, and staff popers 
prepar^ by members of the Commis¬ 
sion, AEC personnel, or by any other 
Oovenimcnt agency for use within the 
AEC or within the executive branch 
of the Government. 

(d) Transcript or other records of 
Commission meetings except those Com¬ 
mission meetings which constitute public 
hearings. 

(e) Correspondence between the AEC 
and any foreign government. 

<f) Records and reports of investi¬ 
gations. 

<g) Documents classified as Restricted 
Data under the Atomic Energy Act of 
1954 or classified under Executive Order 
No. 10501, except that documents class!- 
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named below are stockyards as defined 
in section 302 of the Packers and Stock- 
yards Act. 1921, as amended (7 U. 8. C. 
202). and should be made subject to the 
provisions of the act. 

Martin Livestock Sales, Marlin. 8. Dek. 

Slg-Paircloth and Son Uvettock Commla- 
tlon Ckmipany. Breckenridge. Tex. 

61g Fairclotfi Livestock Oommisalon. East- 
land. Tex. 


fied as Restricted Data which would 
otherwise be pubUc records defined in 
9 9.3 and not excepted by this subpart 
wUl be made available in accordance 
with Part 25 of this chapter or wlU be 
made available to members of Congress 
upon authorization by the Commission. 

(h) Correspondence received in con¬ 
fidence by the AEC relating to an alleged 
or possible violation of any statute, rule, 
regiilation. order, license or permit, 

(i) Correspondence with members of 
Congress or congressional committees, 
unless and until such correspondence is 
released by the member of Congress or 
congressional committee concemed. 

(j) Any other document involving 
matters of Internal agency management. 

9 9.5 Location. Public records nor¬ 
mally will be made available for Inspec¬ 
tion in the Public Document Room lo¬ 
cated at 1717 H Street NW., Washington, 
D. C. 

9 9.6 Copies. Copies of public rec¬ 
ords. not available elsewhere, will be 
made available upon request and pay¬ 
ment of any charges foV reproduction. 

9 9.7 Production or disclosure. <a) 
ATO personnel shall not produce or dis¬ 
close the contents of any material that 
falls within the scope of 9 9.4 except as 
provided in paragraph (b) of this section. 

<b) AEC personnel served with the 
subpoena requiring the production or 
disclosure of any material that falls 
within the scope of 9 9.4 shall appear In 
response thereto and shall respectfully 
decline to produce or disclose the ma¬ 
terial called for, basing refusal upon this 
rule: Provided, hotoever. That the Com¬ 
mission or the General Manager may 
authorize the production or disclosure 
of any material that falls within the 
scope of 9 9.4 if it Is deemed that such 
disclosure is not contrary to the public 
interest. Any person who Is served with 
such a subpoena shall promptly advise 
the AEC thereof and of any relevant facts 
and the Commission or the General Man¬ 
ager will give such Instructions as it is 
deemed advisable. 

Dated at Washington. D. C., this 31st 
day of October 1956. 

For the Atomic Energy Commission. 

R. W. Cook, 

Acting General Manager. 

(P. R. Doe. 56-'8848; Plied. Nov. 1. 1956: 

12:34 p. m.| 


Mineral Welli Uvestock Auction, Mineral 
Wells, Tex. 

Therefore, notice Is hereby given that 
the Secretary of Agriculture pit>p<x5es to 
issue a rule designating the stockyards 
named above as posted stockyards sub¬ 
ject to the provisions of the Packers and 
Stockyards Act. 1921, as amended (7 
U. 8. C. 181 et seq.), as is provided in 
section 302 of that act. Any interested 
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me 

person who desires to do so may submit 
within 15 days of the publication of this 
notice, any data, views or arauments. 
in writing, on the proposed rule to the 
Director. Livestock Division. Agricul* 
haral Marketing Service. United States 
Department of Agriculture. Washington 
25. D. C. 

Done at Washington. D. this 31st 
day of October 1956. 

ISTALl H. £. RasD. 

Director, Livestock Division, 
Agricultural Marketing Service. 

|P. R. Doc. S6~ed07: PUed, No?. X 1956; 
8:46 a. m.\ 


Commodify Stabilization Service 
Uplakd Cotton Masxctino Quota 

KOnCK OP BEFXXSNDXJM FOB 1957 CSOP 

The Secretary of Agriculture has duly 
proclaimed, pursuant to the provisions 
of the ARTlcultural Adjustment Act of 
1938. as amended, a national marketing 
quota for the crop of upland cotton pro- 
duced in 1957. 

A referendum of the fanners who were 
engaged in the production of upland cot¬ 
ton In the calendar year 1956 will be held 
on December 11, 1956, pursuant to the 
provisions of the act and the Regula¬ 
tions Governing the Holding of Refer¬ 
enda on Marketing Quotas (21 P. R. 3960) 
as amended, to determine whether such 
fanners are in favor of or opposed to the 
1957 quota. If two-thirds or more of 
the cotton farmers voting in the upland 
cotton referendum favor the quota, such 
quota will be in effect for the 1957 upland 
cotton crop. If more than one-third of 
the cotton farmers voting in such refer¬ 
endum oppose the quota, the quota will 
not be in effect for the 1957 upland cot¬ 
ton crop; however, farm acreage allot¬ 
ments established for such crop pursu¬ 
ant to the Agricultural Adjustment Act 
of 1938. as amended, will remain In effect 
and compliance with such acreage allot¬ 
ments will be a condition of eligibility of 
producers for price support under tho 
Agricultural Act of 1949. as amended. 

Notice of the proposed holding of a 
referendum for the 1957 crop of upland 
cotton was published in the Fcdcbal 
Rcgistcb of July 7. 1956 (21 F. R. 5063) 
pursuant to section 4 of the Admin¬ 
istrative Procedure Act (60 Stat. 238; 
5 U. S. C. 1003) and the data, views and 
recommendations which were submitted 
In respon.se to such notice have been 
duly considered. In order that arrange¬ 
ments for holding the referendum may 
be made In an orderly manner and as 
much advance notice as possible be given 
of the date of the refereiklum it is essen¬ 
tial that this notice be made effective as 
soon as possible. Accordingly, it is 
hereby determined and found that com¬ 
pliance with the 30-day effective data 
requirement of section 4 of the Admin- 
istmtlve Prceedure Act is impracticable 
and contrary to the public interest and 
this notice shall be effective upon filing 
of this document with the Director. Divi¬ 
sion of the Federal Register. 


Issued at Washington. D. C., this 30th 
day of October 1056. 

[SEAL) E. I>. Peterson. 

Acting Secretary of Agriculture, 

(F. R. Doc. 66-6946: Filed. Nov. 2. 1956; 
8:63 a. m.) 


Extra Long Staple Cotton Marketino 
Quota 

NOTICE OP REFERENDUM FOR 1997 CROP 

The Secretary of Agriculture has duly 
proclaimed, pursuant to the provisions of 
the Agricultural Adjustment Act of 1938, 
as amended, a national marketing quota 
for the crop of extra long staple cotton 
produced in 1957. 

A referendum of the fanners who were 
engaged in the production of extra long 
staple cotton in the calendar year 1956 
will be held on December 11. 1956, pur¬ 
suant to the provisions of the act and the 
Regulations Governing the Holding of 
Referenda on Marketing Quotas (21 F. R. 
3960). as amended, to determine whether 
such farmers are in favor of or opposed 
to the 1957 quota. If two-thirds or more 
of the cotton fanners voting in the extra 
long staple cotton referendum favor the 
quota, such quota will be in effect for the 
1957 extra long staple cotton crop. If 
more than one-third of the cotton farm¬ 
ers voting in such referendum oppose the 
quota, the quota will not be in effect for 
the 1957 extra long staple cotton crop; 
however, farm acreage allotments estab¬ 
lished for such crop pursuant to the Agri¬ 
cultural Adjustment Act of 1938, as 
amended, will remain in effect and com¬ 
pliance with such acreage allotments will 
be a condition of eligibility of producers 
for price support under the Agricultural 
Act of 1949. as amended. 

Notice of the proposed holding of a 
referendum for the 1957 crop of extra 
long staple cotton was published In the 
federal Register of September 6. 1956 
(21 F. R. 6716) pursuant to section 4 of 
the Administrative Procedure Act (69 
Stat. 238: 5 U. S. C. 1003) and the data, 
views and rec^ommendalions which were 
submitted In response to such notice have 
been duly considered. In order that 
arrangements for holding the referen- 
dum may be made in an orderly manner 
and as much advance notice as possible 
be given of the date of the referendum it 
Is essentia] that this notice be made 
effective as soon as possible. Accord¬ 
ingly. it is hereby determined and found 
that compliance with the 30-day effec¬ 
tive dale requirement of section 4 of the 
Administrative Procedure Act is Imprac¬ 
ticable and contrary to the public inter¬ 
est and this notice shall be effective upon 
filing of this document with the Director. 
Division of the Federal Register. 

Issued at Washington, D. C.. this 30th 
day of October 1956. 

fsEALl E. L. Peterson. 

Acting Secretary oj Agriculture, 

[F, R. Doe. 56-8947; Piled. Nov. 2. 1956; 

8:63 A. m.) 


DEPARTMENT OF COMMERCE 

Bureau of Foreign Commerce 
Hans Wolff Export-Ixfort 

ORDER MODIFYING DENIAL ORDER BY VACATING 
SO BffUCU TRSREOF AS APPLIES TO BANS 
W'OLFF 

In the matter of: Hans Wolff. d<^ng 
business as Hans Wolff Export-Import, 
Nussbaumollec 33 W.. Berlin-Charlouen- 
burg 9, Federal Republic of Germany; 
respondent. 

An order having heretofore been made 
on June 25. 1956. (21 F. R 4936), tem¬ 
porarily revoking export licenses and 
denying export privileges of Ricbard 
Fleschner and Hans Wolff, both of the 
Federal Republic of Germany: and 
Hans Wolff having applied for a modi¬ 
fication of said order to tho effect that 
the same shall be vacated as to him: and 
Said application having been referred 
to the Compliance Commissioner, who 
has considered the same, together with 
additional supporting evidence and ar¬ 
guments submitted by respondent Wolff, 
and has filed his recommendation here¬ 
in; It is now. after consideration of the 
entire record of said application and the 
recommendatioa of the Complianco 
commissioner. . 

It is ordered. That the application of 
Hans Wolff be, and the some hereby is. 
granted, but without prejudice to such 
action as may be taken following con¬ 
sideration of the charges of vl^Uon 
presently pending against him; and 
It is further ordered. That said order 
of June 25.1956, he, and the same hereby 
Is, amended by deleting therefrom the 
name Hans Wolff and all references 
Uicreln to him except to the extent that 
paragraphs (2). (3) and (5) of the said 
order shall continue to apply to respond¬ 
ent Wolff insofar as he may be a person 
brought within the scope of said order 
as a person related to respondent Plesch- 
ncr by the provisions of said paragraphs 
and. except as so modified, said order 
shall be and continue to remain in full 
force and effect against respondent 
Richard Flcsclincr. 

Dated: October 31.1956. 

John C. Boston. 

Director, 

Office of Export Supply* 

IF. R. Doc. 66-6931: Filed, Nov. 2, 1956; 

8:50 a. m.) 


Federal Maritime Board 

MrrsuBisia Shipping Co., Ltd., et al. 
notice of agreements filed with the 

BOARD FOR APPROVAL 

Notice is hereby given that the follo^ 
Ing described agreements have been filed 
with the Board for approval pursuoni to 
section 15 of the Shipping Act, 1918, 39 
Stat. 733. 46 U. 8. C. 814: 

(1) Agreement No. 8149. between Mit¬ 
subishi Shipping Co., Ltd., and Water¬ 
man Steamship Corporation, covers tiic 
transportation of cargo under through 















Saturday, Novertther 3, 1956 


FEDERAL REGISTER 


8167 


bills of lading from the Far East to 
Puerto Rico, with transhipment at sped* 
fled U. 8. Pacific Coast ports. This 
agreement upon approval will supersede 
and cancel in part Agreement No. 8024. 
between Kokusai Line (lino Kalun Kal- 
sha. Ltd., and Mitsubishi E^iun Kaisha« 
Lid.) and Waterman in the same trade. 

(2> Agreement No. 8152. between Mit¬ 
subishi Shipping Co.. Ltd., and Alcoa 
Steamship Company. Inc., covers the 
transportation of general cargo under 
through bills of lading from the Par East 
to Puerto Rico, with transhipment at 
New York. N. Y, This agreement, upon 
approval, will supersede and cancel In 
part Agreement No. 8027, between Ko- 
kusai Line (lino Kalun Kaisha. Ltd., 
and Mitsubishi Kaiun Kaisha. Ltd.) and 
Alcoa in the same trade. 

(3> Agreement No. 8154. between Mit- 
ioblshl Shipping Co.. Ltd. and Pope & 
Talbot. Inc., and Pacific Argentine Brazil 
Line, Inc,, covers the transportation of 
careo under through bills of lading from 
the Far East to Puerto Rico, with tran¬ 
shipment at specified U. 8. Pacific Coast 
ports. This agreement upon approval, 
will .«{upersede and cancel In part Agree¬ 
ment No. 8026. between Kokusai Line 
(lino Kalun Kaisha. Ltd., and Mitsu¬ 
bishi Kalun Kaisha. Ltd.) and Pope k 
Tkibot, Inc., and Pacific Argentine Brazil 
Line, Inc., In the same trade. 

(4) Agreement No. 8157, between 
Mitsubishi Shipping Co.. Ltd., and Alcoa 
Steamship Company. Inc., covers the 
transportation of general cargo under 
through bills of lading from the Par East 
to the Virgin Islands, with tranship¬ 
ment at New York, N. Y. This agree¬ 
ment. upon approval, will supersede and 
cancel in part Agreement No. 8028, be¬ 
tween Kokusai Line (lino Kaiun Kaisha. 
fid,, and Mitsubishi Kaiun Kaisha. Ltd.) 
and Alcoa In the same trade. 

Interested parties may inspect these 
agreements and obtain copies thereof at 
the Regulation Office, Federal MariUme 
Beard, Washington. D. C., and may sub¬ 
mit. within 20 days after publication 
of this notice In the Ftoeiial Rgaisrra. 
written statements with reference to the 
agreements and their position as to ap¬ 
proval. disapproval, or modification, to¬ 
gether with request for hearing should 
«uch hearing be desired. 

f>ated: October 31. 1956. 

By order of the Federal Maritime 
Board. 

A. J. Williams. 

Secretary. 

R Doc. 58-6954; Filed. Nov. 2, 1056; 

8:54 a. in.| 


Lt^SK SHippirrG Co. and Caldwell 
SiiippiNo Co. 

Wonci or AGazZMEKT FILED WTTH THE 
DOARO FOR APPROVAL 

hereby given that the follow- 
^ de^ribed agreement has been filed 
the Board for approval pursuant 
w ^tkm 15 of the Shipping Act. 1916, 

M But 733, 46 ^ g 4 , gM. 

^reement No. 8167 between Lusk 
®^PPing Company, New Orleans, and 


Caldw*ell Shipping Company, Jackson¬ 
ville. is a cooperative working arrange¬ 
ment between the parties under which 
they perform freight forwarding serv¬ 
ices for each other. 

Interested parties may Inspect this 
agreement and obtain copies thereof at 
the Regulation Office. Federal Maritime 
Board. Washington. D. C., and may sub¬ 
mit. within 20 days after publication of 
this notice in the FtezRAL Register, 
wrrltten statements with reference to the 
agreement, and their position as to ap¬ 
proval. disapproval, or modification, to¬ 
gether with request for hearing should 
such hearing be desired. 

Dated: October 31, 1956. 

By order of the Federal Maritime 
Board. 

[SEAL] A. J. WlLUAMS, 

Secretary, 

IP R. Doc. 56-8955: Piled. Nov. 2. 1956; 

8:54 a. m.) 


IXNO Kaiun Kaisha. Ltd., et al. 

NOTICE or AGRCZMr.NTS FILED WITH THE 
BOARD FOR APPROVAL 

Notice Is hereby given that the follow¬ 
ing described agreements have been 
filed with the Board for approval pur¬ 
suant to section 15 of the Shipping Act. 
1916,39 stat. 733. 46 U. 8. C. 814: 

(1) Agreement No. 8151, between lino 
Kaiun Kabdia. Ltd., and Waterman 
Steamship Corporation, covers the trans- 
poiiatlon of cargo under through bills of 
lading from the Par East to Puerto Rico, 
with transhipment at specified U. 8. 
Pacific Coast ports. This agreement, 
upon approval, will supersede and cancel 
in part Agreement No. 8024, between 
Kokusai Line (lino Kaiun Kaisha, Ltd.. 
and Mitsubishi Kaiun Kaisha. Ltd.) and 
Waterman in the same trade. 

(2) Agreement No. 8153. between lino 
Kaiun Kaisha. Ltd., and Alcoa Steamship 
Company, Inc., covers the transportation 
of general cargo under through bills of 
lading from the Par East to Puerto Rico, 
with transhipment at New York. N. Y, 
This agreement, upon approval, will su¬ 
persede and cancel in pa^t Agreement 
No. 8027. between Kokusai Line (lino 
Kalun Kaisha. Lid., and Mitsubishi 
Kaiun Kaisha, Ltd.) and Alcoa in the 
same trade. 

(3) Agreement No. 8156, between lino 
Kaiun Kaisha. Ltd., and Pope k Talbot. 
Inc., and Pacific Argentine Brazil Line. 
Inc., covers the transportation of cargo 
under through bills of lading from the 
Far East to Puerto Rico, with tranship¬ 
ment at specified U. 8. Pacific Coast 
ports. This agreement, upon approval, 
will supersede and cancel in part Agree¬ 
ment No. 8026. between Kokusai Line 
(lino Kaiun Kaisha. Ltd., and Mitsubishi 
Kaiun Kaisha. Ltd.) and Pope Sc Talbot. 
Inc., and Pacific Argentine Brazil Line, 
Inc., in the same'trade. 

(4) Agreement No. 8158. between lino 
Kaiun Kaisha. Ltd., and Alcoa 8team- 
shlp Company, Inc., covers the transpor¬ 
tation of general cargo under through 
bills of lading from the Far Blast to the 
Virgin Islands, with ti^anshipmcnt at 


New York, N. Y. TTiis agreement, upon 
approval. w*lll supersede and cancel in 
part Agreement No. 8028, between Ko¬ 
kusai Line (lino Kalun Kaisha, Ltd., and 
Mitsubishi Kaiun Kaisha. Ltd.) and Al¬ 
coa In the same trade. 

Interested parties may inspect these 
agreements and obtain copies thereof at 
the Regulation Office, Federal Maritime 
Board, Washington, D. C.. and may sub¬ 
mit. within 20 days after publication of 
this notice in the Federal Register, writ¬ 
ten statements with reference to the 
agreements and their position as to ap¬ 
proval. disapproval, or modification, to¬ 
gether with request for hearing should 
such hearing be desired. 

Dated: October 31. 1956. 

By order of the Federal Maritime 
Board. 

[SEAL] A. J. Williams. 

Secretary. 

|P. H. Doc. 56-8956; Piled. Nov. 2. 1956; 

8:54 a, m.l 


Member Lines or Atlantic (Passenger) 
Conference 

NOTICE or agreement filed WITU THE 
BOARD FOR APPROVAL 

Notice is hereby given that the follow¬ 
ing described agreement has been filed 
with the Board for approval pursuant 
to section 15 of the Shipping Act, 1916.39 
Stat, 733. 46 U. 8. C. 814. 

Agreement No. 7840-28, between the 
member lines of the Atlantic (Passen¬ 
ger) Conference, modifies the basic con¬ 
ference agreement (No. 7840) by chang¬ 
ing the days for general meetings of 
the conference members from the first 
to the second Thursday of March and 
October of each year. 

Interested parties may inspect this 
agreement and obtain copies thereof 
at the Regulation Office. Federal Mari¬ 
time Board. Washington, D. C., and 
may submit, within 20 days after pub¬ 
lication of this' notice in the Federal 
Register, written statements with ref¬ 
erence to the agreement and their posi¬ 
tion as to approval, disapproval, or 
modification, t^ether with request for 
hearing should such hearing be desired. 

Dated: October 31, 1956. 

By order of the Federal Maritime 
Board. 

[SEAL] A. J, Williams. 

Secretary, 

(F. R. Doo. 66-8957; Fllrd, Nov. 2. 1956; 
8:54 a. m.] 


Three Bays Line and Pacific Steam 
Navigation Co. 

NOTICE OF agreement filzo vmu the 

BOARD FOR APPROVAL 

Notice is hereby given that the follow¬ 
ing described agreement has been filed 
with the Board for approval pursuant to 
section 15 of the Shipping Act. 1916, 39 
Stat. 733. 46 U. 8. C. 814. 


I 













NOTICES 
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Agreement No. 8H8, between Three 
Bays Lino and The Paclhe Steam Navi¬ 
gation Company, covers the transporta¬ 
tion of cargo under through bills of lad¬ 
ing from Atlantic and Gulf ports of the 
United States to ports on the West Coast 
of South America, uith transshipment at 
Cristobal or Balboa. Canal Zone. 

Interested parties may iTiSpect this 
agreement and obtain copies thereof at 
the Regulation Office, Federal Maritime 
Board. Washington. D. C., and may sub¬ 
mit. within 20 days after publication of 
this notice in the Foisal Rcotsmt. writ, 
ten statements with reference to the 
agreement and their position as to ap- 
pro\^ disapproval, or modlftcation. to¬ 
gether with request for hearing should 
such hearing be desired. 

Dated: October 31. 1956. 

By order of the Federal Maritime 
Board. 

[SCAL] a. J. WltLUMS, 

Secretary. 

IP. R. Doo. 5<t8g58: FUed. Nov. 2. 1056; 

8:66 ft. in.I 


CIVIL AERONAUTICS BOARD 

lDockctKo.ai65] 

Alaska Coastal Aikunes 

KOTICK OP RXAJIIMG ON APPLICATIOK POR 

CCRTinCATE OP PtJBUC CONVENIENCE ANS 

HECESSITT 

In the matter of the application of 
Alaska Coastal Airlines under section 
401 (e) <4) of the Civil Aeronautics Act 
of 1938, as amended^ for a certificate of 
public convenience and necessity of 
unlimited duration. 

Notice is hereby given pursuant to the 
Civil Aeronautics Act of 1938. as 
amended, that hearing in the above- 
entitled proceeding is assigned to be held 
on November 13. 1956. at 10:30 a. m., 
e. s. t.. in Room 1512, Temporary Build¬ 
ing No. 4. 17th Street and Constitution 
Avenue NW., Washington. D. C., before 
Examiner Barron Fredricks. 

Dated at Washington. D. C.. October 
30.1956. 

[SEAL) Francis W. Brown, 

Chief Examiner. 

(F. R. Doc. 56^51: FUrd. Nov. 2. 1956; 

8:63 a. m.| 


(Docket No. 8164) 

Cordova Airlines. Inc. 

NOTICE OP IfEARXNO ON AFPUCAnON FOR 
CCRTinCATB or PtTBUC CONVENIENCE AND 
NECESSITY 

In the matter of an application of 
Cordova Airlines. Inc. under section 401 
<e> (4> of the Civil Aeronautics Act of 
1938, as amended, for a certificate of 
public convenience and necessity of un¬ 
limited duration. 

Notice is hereby given pursuant to the 
Civil Aeronautics Act of 1938. as 
amended, that hearing in the above- 


entitled proceeding is assigned to be held 
on November 13, 1956, at 11:00 a. m., 
e. s. t., in Room 1512, Temporary Build¬ 
ing No. 4. 17th Street and Constitution 
Avenue NW., Washington. D. C., before 
Examiner P. Merritt Ruhlcn. 

Dated at Washington. D. C., October 
30. 1956. 

[seal] Francis W. Brown, 

Chief Examiner. 

IF. R. Doc. 66-8962: FUed, Nov. 2. 1956; 
8:63 ft. m.| 


(Docket No. 81671 
Wien Alaska Airlines. Lsc. 

NOTICE OP HEAR1.no ON APPUCATION POR 

CERTIPICATE OP PUBUC CONVENIENCE AND 

NECEssmr 

In the matter of the application of 
Wien Alaska Airlines. Inc. under section 
401 (e) (4) of the Civil Aeronautics Act 
of 1938, as amended, for a certificate of 
public convenience and necessity of un¬ 
limited duration. 

Notice is hereby given pursuant to the 
Civil Aeronautics Act of 1938. as 
amended, that hearing in the above- 
entitled proceeding is assigned to be held 
on November 13. 1956. at 10:00 a. m.. 
e. s. t.. in Room 1512. Temporary Build¬ 
ing No. 4. 17 th Street and Constitution 
Avenue NW., Washington. D. C., before 
Examiner Joseph L. Fitzmaurice. 

Dated at Washington, D. C., October 
30. 1956. 

[SEAL] Francis W. Brown. 

Chief Examiner. 

IF. B. Doc. 66-8063; Fllod, Nov. 2. 1966; 

8:63 a m.| 


DEPARTMENT OF THE INTERIOR 
Bureau of Reclamotion 
Missouri Riv^er Basin Project. Wtobcno 

FIRST rORJI RECLAMATION WITHDRAWAL 

October 19. 1956. 

The order of the Assistant Commis¬ 
sioner of Reclamation of April 13. 1955. 
concurred in by the Director. Bureau of 
Land Management on October 20. 1955, 
withdrawing 6,132.49 acres in Townships 
46 and 47 N.. R. 92 W.. T. 46 N.. R. 93 W.. 
T, 45 N.. R. 94 W.. and T. 46 N.. R. 94 
W.. Sixth Principal Meridian, Wyoming, 
and which appeared at pages 8053-4 of 
the Federal Register for October 26. 
2955, as Federal Register Document 
55-8621 is hereby amended to the extent 
necessary to provide that, as to Farm 
Units A. B. and C. comprising land in 
secs. 32. 33. and 34. T. 47 N., R. 92 W.. 
and secs. 3 and 4. T. 46 N.. R. 92 W., 6th 
Principal Meridian, Wyoming lying In 
the Slick Creek oil and gas field, north 
of the Main Canal No*. 2 for the Han¬ 
over-Bluff Unit, Missouri River Basin 
Project, Wyoming, no Irrigation develop¬ 
ment shall be permitted during the eco¬ 


nomic life of the said Slick Creek oil 
and gas field. 

PLotd E. Dominy, 
Acting Assistant Commissioner, 

168710] 

October 31, 1956. 

I concur. The records of the Burran 
of Land Blanagement will be noted 
accordingly. 

Edward Woozley. 

Director, 

Bureau of Land Management. 

(F. R. Doc. 66-8694: Filed. Nov. 2. 1956; 
8:46 ft. m.| 


National Park Service 
(Region 2 Order 3, Arndt. 3] 
Superintendents. Region 2 

DELEGATION OP AUTHORITY WITH XESFiCt 
TO REGULARLY SCliSOULED OVERTlHi: 

October 16. 1956. 

A new subsection (g) Is hereby added 
to section 1; a new subsection (h) U 
hereby added to section 2; and a new 
subsection (n) is hereby added to section 
3 of Order No. 3, issued February 17.1958 
(21 F. R. 1494>. reading as follows: 

Sec. 1 (g); Sec. 2 (h): Sec. 3 (n). Ap- 
proval of regularly scheduled overtime in 
excess of 30 days. 

(National Pork Service Order No. 14; 39 SUt 
635; 16 U. 8. C.. 1952 ed.. Sec. 2) 

[SEAL] M. H. Harvet. 

Acting Regional Director. Region Two. 

IP. R. Doc. 56-6910; Filed, Nov. 2. 1966; 
8:45 a. m.| 


FEDERAL POWER COMMISSION 

(Docket No. 0-11303] 

Edwin M. Jones On. Co. 

ORDER SUSPENDING PROPOSED CHANGE IN 
RATES 

In the matter of Henrietta Yerfrer 
Jones d/b/B Edwin M. Jones Oil Com¬ 
pany. Docket No. 0-11303. Hcnrlclts 
Yergcr Jones, d/b/a Edwin M. Jones Ofl 
Company (Jones), on September 27. 
1956, tendered for filing a proposed 
change to the presently effective rats 
schedules for sales subject to the juris¬ 
diction of the Commission. The pro¬ 
posed change, which constitutes 
increased rate. Is contained In 
following designated filing, which is pr^ 
posed to become effective on the dait 
showm: 

Description: Purchaser; Rate ScftfduU 
Designation: and Effective Date • 

Notice of Change, dated September 5,19^; 
Texoa Eoitera Tronimlaslon OorporaUun. 
Supplement No. 8 to Jonea' FPC Ooi B*'® 
Schedule No. 1; November 1, 1956. 


»The atated effective date U the 
after expiration of the required 
notice, or the eflecUve date proposiM oj 
Jonee, If later. 
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The Increased rates and charges pro¬ 
posed in the aforesaid hUng have not 
been shown to be justified, and may be 
unjust, unreasonable, unduly discrimina¬ 
tory, or preferential, or otherwise unlaw¬ 
ful 

The Commission finds; It is necessary 
and proper in the public interest and to 
aid in the enforcement of the provisions 
of the Natural Gas Act that the Com¬ 
mission enter upon a hearing concern¬ 
ing the lawfulness of the said proposed 
change, and that the above-designated 
supplement be suspended and the use 
thereof deferred as hereinafter ordered. 

The Commission orders: 

(A) Pursuant to the authority con- 
Uined in sections 4 and 15 of the Na¬ 
tural Gas Act and the Commlssion*8 
general rules and regulations (18 CFR 
Chapter I), a public hearing be held 
upon a date to be fixed by notice from 
the Secretary concerning the lawfulness 
of said proposed change in rates and 
charges; and, ponding such hearing and 
declAicm thereon, the above-designated 
supplement be and the same hereby is 
suspended and the use thereof deferred 
until April 1. 1957, and until such fur¬ 
ther time as it is made effective in the 
manner prescribed by the Natural Gas 
Act. 

<B) Neither the supplement hereby 
iu.'-pcnded nor the rate schedule sought 
to be altered thereby shall be changed 
until this proceeding has been disposed 
of or unUl the period of suspension has 
expired, unless otherwise ordered by the 
Commission. 

(C> Interested State commissions may 
participate as provided by Sg 1.8 and 137 
(f) of the Commission’s rules of practice 
and procedure (18 CFR 1.8 and 1.37 (f)). 

Issued: October 29, 1958. 

By the Commission.^ 

(SEAtl Lion M. Puquay, 

Secretary. 

II'. R. Doc, 68-8911; Filed. Nov. 2, 1956; 

8:45 a. m.| 


{Docket No. 0-11305] 

ROBXXT M0SBA(mZR, XT AL, 

OIDER SUSPEHniNO PROPOSED CHANOE IK 
RATES 

Robert Mosbacher (Operator) et al. 
<Moabachcr), on September 27. 1956, 
tendered for filing a proposed change in 
the presently effective rate schedules for 
subject to the Jurisdiction of the 
C^mlsslon. The proposed change, 
^’hlch constitutes an increased rate, is 
^ntftined in the following designated 
which Is proposed to become effec¬ 
tive on the date shown: 

r^cMcription; PurchoMe: Rate Schedule 
and Effective Date • 

Kotlcf <a Change, dated September 24,1956; 
feiAA Eiurtem TVansmlJUilon Corporation; 
jupplement No. 2 to Mosbacher'a FPC Gas 
Schedul e No. 2; November 1. 1968. 

Digby dissenting. 

- stated effective date Is the flrat day 
^ter the expiration of the required thirty 

U notice, or the effective date propoeed by 
w tater. 


The increased rates and charges pro¬ 
posed in the aforesaid filing have not 
been shown to be justified, and may be 
imjust, unreasonable, unduly discrim¬ 
inatory, or preferential, or otherwise 
tmlawful. 

The Commission finds; It Is necessary 
and proper in the public interest and to 
aid in the enforcement of the provisions 
of the Natural Gas Act that the Commis¬ 
sion enter upon a hearing concerning the 
lawfulness of the said proposed change, 
and that the above-designated supple¬ 
ment be suspended and the use thereof 
deferred as hereinafter ordered. 

The Commission orders: 

(A) Pursuant to the authority con¬ 
tained in sections 4 and 15 of the Natural 
Gas Act and the Commis sion’s general 
rules and regulations (18 CFR Chapter 
I) a public hearing be held upon a date 
to be fixed by notice from the Secretary 
concerning the lawfulness of said pro¬ 
posed chaj^c in rates and charges; and, 
pending such hearing and decision there¬ 
on. the above-designated supplement be 
and the same hereby is suspended inso¬ 
far as it pertains to a proposed rate 
Increase and the use thereof deferred 
until April 1. 1957, and until such further 
time as it is made effective in the manner 
prescribed by the Natural Gas Act, 

(B) Neither the supplement hereby 
suspended nor the rate schedule sought 
to be altered thereby shall be changed 
until this proceeding has been disposed 
of or until the period of suspension has 
expired, unless otherwise ordered by the 
Commission. 

<C) Interested State commissions may 
participate as provided by S§ 1.8 and 
1.37 <f) of the Commission's rules of 
practice and procedure (18 CFR 1.8 and 
1.37 (f)). 

Issued: October 29, 1956. 

By the Commission.^ 

tsEALl Leok M. Puquay, 

Secretary. 

(F. B. Doc. 56-8912; Filed, Nov. 2. 1966; 

8:46 a. m.) 


[Docket No. 0-11307) 

Shell Oil Co. 

ORDER SUSPENDING PROPOSED CHANCE IN 
RATES 

Shell Oil Company (Shell), on Septem¬ 
ber 27. 1956, tendered for filing a pro¬ 
posed change in the presently effective 
rate schedules for sales subject to the 
jurisdiction of the Commission. The 
proposed change, which constitutes an 
increased rate, is contained in the foU 
lowing designated filing, w^hich is pro¬ 
posed to become effective on the date 
shown: 

Deucription: Purchaser: Rate Schedule 
Deeiffnation; and Effective Date • 

Notice of Cliange, dited September 21, 
1956: Texas Eastern Transmission Corpora- 


•The stated effective date is the first day 
alter expiration of the required thirty days 
notice, or the effective date proposMt by 
Shell, if later. 


tlon; Supplement No. 16 to Sbeira FPC Qaa 
Rate Schedule No. 10; November 1. 1956. 

The increased rates and charges pro¬ 
posed in the aforesaid filing have not 
been shown to be justified, and may be 
unjust, unreasonable, unduly discrimlna. 
tory. or preferential, or otherwise un- 
la w'ful. 

The Commission finds; It Is necessary 
and proper in the public intercut and to 
aid in the enforcement of the provisions 
of the Natural Gas Act that the Com¬ 
mission enter upon a hearing concerning 
the lawfulness of the said proposed 
change, and that the above-designated 
supplement be suspended and the use 
thereof deferred as hereinafter ordered. 

The Commission orders: 

(A) Pursuant to the authority con¬ 
tained in sections 4 and 15 of the Natural 
Gas Act and the Commis sion's general 
rules and regulations (18 CPR Chapter 
I) a public hearing be held upon a date 
to be fixed by notice from the Secretary 
concerning the lawfulness of said pro¬ 
posed change in rates and charges; and, 
pending such hearing and decision 
thereon, the above-designated supple¬ 
ment be and the same hereby is sus¬ 
pended and the use thereof deferred un¬ 
til April 1. 1957, and until such further 
time as it is made effective in the man¬ 
ner prescribed by the Natural Gas Act. 

(B> Neither the supplement hereby 
suspended nor the rate schedule sought 
to be altered thereby shall be changed 
until this proceeding has been disposed 
of, or until the period of suspension has 
expired, unless otherwise ordered by 
the Commission. 

(C) Interested State commissions may 
participate as provided by 811.8 and 1.37 
(f) of the Commis sion’s rules of practice 
and procedure (18 CFR 1.8 and 1.37 (f)). 

Issued: October 29. 1956. 

By the Commission,' 

[SEAL] Leon M. Fuquay, 

Secretary. 

(P. R. Doc. 56-8913; Filed. Nov. 2, 1956; 

8:46 a. m.) 


IDooket No. 0-113061 
Salt Dome Production Co. 

ORDER SUSPENDING PROPOSED CHANGE IN 
RATES 

Salt Dome Production Company (Salt 
Dome), on September 27, 1956, tendered 
for filing a proposed change in the pres¬ 
ently effective rate schedules for sales 
subject to the jurisdiction of the Com¬ 
mission. The proposed change, which 
constitutes an increased rate, is con¬ 
tained in the following designated filing, 
which is proposed to become effective on 
the date shown: 

DescripHon* Purchaser; Rate Schedule 
Designation; and Effective Date • 

Notice of Change, dated Beptember 27, 
1956; Texoa Eutern TransmUtlon Corpora¬ 
tion; Supplement No. 10 to Sell Dome*^ FTC 
Oaa Rate Sebeduie No. 3: November 1,1956. 


*The Btatcd effective date U the firat day 
after expiration of the required thirty daya* 
notice, or the effective date propoeed by Salt 
Dome. If later. 
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The Increased rates and charges pro¬ 
posed in the aforesaid filing have not 
been shoan to be justified, and may be 
unjust, unreasonable, unduly discrimin¬ 
atory. or preferential, or otherwise im- 
lawfuL 

The Commission finds: It Is necessary 
and proper in the public interest and to 
aid in the enforcement of the provisions 
of the Natural Qas Act that the Commis¬ 
sion enter upon a bearing concemlnK the 
lawfulness of the said proposed change, 
and that the above*designated supple¬ 
ment be suspended and the use thereof 
deferred as hereinafter ordered. 

The Commission orders: 

<A) Pursuant to the authority con¬ 
tained in sections 4 and 15 of the 
Natural Gas Act and the Commission's 
general rules and regulations <18 CFR 
Chapter I) a public hearing be held upon 
a date to be fixed by notice from the Sec¬ 
retary concerning the lawfulness of said 
proposed change in rates and charges: 
and. pending such bearing and decision 
thereon, the above-designated supple¬ 
ment be and the same hereby is sus- 
X)ended insofar os It pertains to a 
proposed rate Increase and the use 
thereof deferred until April 1, 1957. and* 
until such fuVther time as it is made 
effective in the manner prescribed by the 
Natural Oas Act 

(B> Neither the supplement hereby 
suspended nor the rate schedule sought 
to be altered thereby shall be changed 
until this proceeding hsis been dispo^ 
of. or until the period of suspension has 
expired, unless olheraise ordered by the 
Commission. 

(C) Interested State commissions may 
participate os provided by I8 1.8 and 1.37 
<f) of the Commis sion' s rules of practice 
and procedure (18 CFR 1.8 and 1.37 (f) )• 

Issued: October 29. 1956. 

By the Commission.* 

Leon M. Puquat. 

Secretary, 

IP. R. IX>c. 56-8914; Plied. Nov. 2. 1956; 

8:46 a. xn.] 


IDocket No. P-67ni 
Eimi!i DisTticT Electmc Co. 

ORDrX INSTITUTING AN IKVESTICATION 

The Table Rock project, under con¬ 
struction by the United States, is located 
on the White River at river mile 528.8 
and it is our understanding that closure 
of the dam is scheduled for December 
1956. The Ozark Beach hydroelectric 
project, owned and operated by Empire 
District Electric Company, is located on 
tlie White River at river mile 506.1. 

Pursuant to the provisions of section 
10 <f) of the Federal Power Act we are 
required to determine and hawm head¬ 
water improvement benefit charges 
against the owner of any project 
directly benefited by upstream improve¬ 
ments constructed by the United States. 
PreUmlnary studies Indicate that the 
Ozark Beach project may be directly 
benefited by reason of the construction 


* CominlMioner Dlgby dUsenting. 


and operation by the United States of its 
upstream Table Rock project 

The Commission finds: It is appropri¬ 
ate and in the public interest that an 
investigation be instituted by the Com¬ 
mission as hereinafter provided. 

The Commission orders: An Investiga¬ 
tion is hereby instituted pursuant to the 
provisions of the Federal Power Act, 
particularly section 10 <f) thereof, for 
the purpose of enabling the Commission 
to determine whether the Ozark Beach 
project located downstream from the 
above designated headwater improve¬ 
ment constructed by the United States is 
directly benefited by the construction 
and operation of such upstream improve¬ 
ment of the United States, and if it so 
finds, to determine the equitable propor¬ 
tion of the annual charges to be paid by 
the owner of the project so benefited for 
interest, maintenance and depreciation 
on such upstream improvement con¬ 
structed by the United States. 

Issued: October 29. 1956. 

By the Commission. 

[seal! Leon M. Puquay, 

Secretary, 

IP. R. XX>c. 58-8915; FUod. Nor. 2. 1956; 

8:46 a. m.] 


rOocket No. G-10O8SI 
Carter On. Co. 

NOTICE or APPLICATION AND DATE Of 
HEARING 

October 29.1956. 

Take notice that The Carter Oil Com¬ 
pany (Applicant>. a West Virginia 
corporation whose address is l^lsa. 
Oklahoma, filed on May 10.1956, an ap¬ 
plication for a certificate of public con¬ 
venience and necessity pursuant to sec¬ 
tion 7 of the Natural Qas Act. authorizing 
Applicant to render service as hereinafter 
described, subject to the jurisdiction of 
the Commission, all as more fully repre¬ 
sented in the application which is on 
file with the Commission and open for 
public inspection. 

Applicant produces gas from the Mo- 
cane Field. Beaver County, Oklahoma, 
which it proposes to sell to Colorado 
Interstate Oas Company for transporta¬ 
tion In interstate commerce for resale. 

This matter is one thot should be 
disposed of as promptly as possible under 
the applicable rules and regulations and 
to that end: 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 
7 and 15 of the Natural Gas Act. and the 
Commission's rules of practice and pro¬ 
cedure. a hearing will be held on No¬ 
vember 26. 1956. at 0:30 a. m.. e. s. t.. 
in a hearing room of the Fcdeial Power 
Commission, 441 O Street NW.. Wash¬ 
ington. D. C.. concerning the matters 
involved In and the issues presented by 
such application: Provided, however. 
That the Commission may. after a non- 
conlested hearing, dispose of the pro¬ 
ceedings pursuant to the provisions of 
1 1.30 (c) (1) or (2) of the Commission's 


rules of practice and procedure. Under 
the procedure herein provided for. un¬ 
less otherwise advised, it will be unnec¬ 
essary for applicant to appear or be rep¬ 
resented at the hearing. 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 
sion. Washington 25. O. C.. In accord¬ 
ance with the rul es of practice and 
procedure (18 CFR 1.8 or 1.10) on or 
before November 12. 1956. Failure oC 
any party to appear at and participate 
In the hearing shall be construed as 
waiver of and concurrence In omissloQ 
of the intermediate decision procedure 
in coses where a request Uierefor is 
mode. 

(seal! Leon M. Fuquay« 

Secretary, 

|P. R. Doc. 66-8916: PUed, Nov. 2. 19S6; 

8:46a.xn.J 


fDocket No. 0-112941 
Arilansas Louisiana Gas Co. 

ORDER SUSPENDING PROPOSED CHANCED IN 
RATES 

On September 20. 1956, and Septem¬ 
ber 24. 1956. Arkansas Louisiana Oas 
company (Arkansas) submitted for fil¬ 
ing proposed changes in its presently 
cfTec tivc Rate Schedules XP^ and 
XFS-2 providing for the sale of natural 
gas to Texas Eastern Transmission Cor¬ 
poration. The proposed changes, which 
constitute increased rates and charges, 
are contained In Second Revised Sheet 
No. 108 to Arkan.^' PPC Gas Tariff, 
Original Volume No. 2 (Rate Schedule 
XPS-6> and in Supplement No. 5 to 
Arkansas' FPC Gas Rate Schedule No. 
XF8-2. and are proposed to become 
effective on November 1, 1956. 

Each of the said filings propose to ef¬ 
fectuate periodic rate Increases for sales 
of natural gas to the purchaser. 

The increased rates and charges pro¬ 
posed in each of said filings have not 
been shown to be justified and may be 
unjust, unreasonable, unduly discrim¬ 
inatory or preferential, or otherwise 
imlawful. 

The Commission finds: It Is necessary 
and proper in the public Interest and to 
aid In the enforcement of the provtsioDS 
of the Natural Oas Act that the Commis¬ 
sion enter upon a hearing concemini: to 
lawfulness of the proposed increased 
rates and charges, and that Second 
vised Sheet No. 108 to Arkansas’ FPC 
Gas Tariff, Original Volume No. 2. and 
Supplement No. 5 to Arkansas' PPC Oas 
Rate Schedule No. XFS-2. be suspended 
and the use thereof deferred as herein¬ 
after ordered. 

The Commission orders: 

<A) Pui*$tiant to the authority con¬ 
tained In sections 4, 5. 15 end 16 of to 
Natural Gas Act and the Commission 4 
general rules and regulations, a publw 
hearing be held, upon a date to be fixed 
by notice from the Secretary. conceniinJi 
the lawfulness oX the proposed Increa^ea 
rates and charges; and, pending 
hearing and decision thereon, the above 
designated Second^Revised Sheet No. loe 
to Arkansas* FPC Oas Tariff. Origm^i 
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Volume No. 2» and Supplement No. 5 to 
Arkansas* FPC Gas Rate Schedule No. 
XPS-2 be and the same hereby are 
suspended and the use thereof deferred 
until April I, 1957, and until such fur- 
ti^r time as they may be made eiTectlve 
in the manner prescribed by the Natural 
Gat Act. 

Neither the Revised Sheet nor the 
Supplement hereby suspended nor the 
rate schedules sought to be altered there¬ 
by shall be changed until this proceed¬ 
ing has been disposed of or until the 
period of suspension has expired, unless 
oU^.erwise ordered by the Commission. 

tC) Interested State commissions may 
participate as provided by f f 1.8 and 1.37 
(f) (18 CPR 1.8 and 1.37 (f)) of the 
CommlS8lon*5 rules of practice and pro¬ 
cedure. 

Issued: October 29.1956. 

By the Commission.* 

IstALl Lxon M. Poquat, 

Secretary* 

ir. R. Doe. 58-9917: Plied. Nov. 3. 1958; 

8:46 a. m.| 


posed change In rates and charges: and. 
pending such hearing and decision 
thereon, the above-designated supple* 
ment be and the same hereby is sus¬ 
pended and the use thereof defended 
until April 1. 1957. and until such further 
time as it is made effective in the manner 
prescribed by the Natural Gas Act. 

\ (Bi Neither the supplement hereby 
suspended nor the rate schedule sought 
to be altered thereby shall be changed 
until this proceeding has been disposed 
of or until the period of suspension has 
expired, unless otherwise ordered by the 
Commission. 

(C> Interested State conunlssions may 
participate as provided by SS 1.8 and 1.37 
Cf) of the Commission's rules of practice 
and procedure (18 CPR 1.8 and 1.37 (f)). 

Issued: October 29.1956. 

By the Commission.' 

fsxALl Leon M. Poquat. 

• Secretary. 

(P. R. Doe. 58-8918: FUcU. Nov. 2. 1058; 

8:47 B. m.| 


(Docket No. 0-115021 
Van M. Lewis 

OSOEE 8U8FENDIN0 PROPOSED CHANGE IN 
RATES 

Van M. Lewis (Lewis!. on September 
27. 1956. tendered for filing a proposed 
change in the presently effective rate 
schedule for sales subject to the Jurisdic¬ 
tion of the Commission. The proposed 
change, which constitutes an Increased 
rate, is contained in the following desig¬ 
nated filing, which is proposed to become 
effective on the date shown: 

Dit^cription; Furchaser; Kate Schedule 
Oeelynation; and Sffective Date • 

Notice of Change, dated September 8.1958: 
Texae Kaetem Ttansmlieton Corporation; 
8u;:pleinent No. 8 to Lewli* FPC Oas Kate 
Schedule No. 1; November 1.1958. 

The increased rates and charges pro- 
in the aforesaid filing have not 
wn shown to be justified, and may be 
unjust, unreasonable, unduly discrimi¬ 
natory. or preferential, or otherwise un¬ 
lawful 

The Commission finds: It is necessary 
•nd proper in the public interest and to 
8id In the enforcement of the provisions 
of the Natural Gas Act that the Commls- 
«icm enter upon a hearing concerning the 
M^ulncss of the said proposed change, 
and that the above-designated supple- 
nient be suspended and the use thereof 
as hereinafter ordered. 

The Commission orders: 

^A> Pursuant to the authority con- 
wned in secUons 4 and 15 of the Natural 
^ Act and the Commission's general 
and regulations (18 CFR Chapter 
a public hearing be held upon a date 
•0 oe fixed by notice from the Secretary 
concerning the lawfulness of said pro- 

'Commitoioner Digby dtiaenung. 

- iUted cffecUvo data la tha flrat day 
^*Plrailon of the requlrad thirty daya* 
^ tha cflacttva data propo^ by 
If utcr, 


(Docket No. O-OJIB] 

Alfred C. GLAssin.L. Ji.. et al. 

ORDEE AMENDING ORDER INSTITUTING 
INVESTIGATION 

In the matter of Alfred C. Olassell. Jr., 
Individually, and as Co-Trustee for Al¬ 
fred Glassell Comegys Trust, •William 
McUoyd Comegys in Trust. Anne Ber¬ 
nard Crichton Trust, Kate Curry Crich¬ 
ton Trust. Janie Curry Lee Trust. Joanna 
Lee Trust. Alfred McIntyre Btringfellow 
Trust and Charles Stringfellow in 
Trust: H. B. Langford: City National 
Bank of Houston. Texas, as Trustee for 
the Alfred Glassell Comegys Trust, Wil¬ 
liam McLloyd Comegys in Trust, Anne 
Bernard Crichton Trust, Kate Curry 
Crichton Trust, Janie Curry Lee Trust, 
Joanna Lee Trust. Alfred McIntyre 
Stringfellow Trust and Charles String- 
fellow in Trust; Docket No. CK-9278. 

On January 27, 1956. the Commission 
issued in this proceeding its order insti¬ 
tuting an investigation of Respondent. 
Alfred C. Glassell Jr., under the provi- 
aions of the Natural Gas Act for the pur¬ 
pose of enabling the Commission to de¬ 
termine whether, with respect to any 
transportation or sale of natural gas. 
subject to the jurisdiction of the Com¬ 
mission. made or proposed to be made by 
the said Respondent, any of the rates, 
charges or classlficalioxis demanded, ob¬ 
served. charged, or collected, or any 
rules, regulations, practices or contracts 
affecting such rates, cliarges or classifi¬ 
cations are unjust, unreasonable, unduly 
discriminatory or preferential. 

Prom the records of the Commission it 
appears that Alfred C. Glassell, Jr. et al., 
filed with the Commission a contract, 
dated May 1,1954, fdr the sale of natural 
gas In interstate commerce to Tennessee 
Gas Transmission Company, which con¬ 
tract has heretofore been designated by 
the Commission as FPC Gas Rate Sched¬ 
ule No. 1 of Alfred C. Glassell, Jr., et al. 
The other signatory party sellers to the 
contract are Alfred C. Glassell, Jr., as 


Co-Trustee for Alfred Glassell Comegs^s 
Trust, William McLloyd Comegys III 
Trust. Anne Bernai*d Crichton Trust. 
Kate Curry Crichton Trust. Janie Curry 
Lee Trust, Joanna Lee Trust, Alfred Mc¬ 
Intyre Stringfellow Trust and Charles 
Stringfellow III Trust: H. B. Langford; 
City National Bank of Houston. Texas, 
as Trustee for the Alfred Glassell 
comegys Trust. William McLloyd 
Comegys in Trust, Anne Bernard Crich¬ 
ton TYust. Kate Curry Crichton Trust, 
Janie Curry Lee Trust. Joanna Lee Trust. 
Alfred McIntyre Stringfellow Trust and 
Charles Stringfellow III Trust. 

It appears appropriate in the premises. 
In order to effectuate the purposes of 
the Natural Gas Act. that all signatory 
party sellers to the aforesaid contract be 
made respondents In the proceeding 
heretofore Instituted in Docket No. 
0-9278. 

The Commission finds: It Is necessary 
and proper in the public interest and to 
aid in the enforcement of the provisions 
of the Natural Gas Act that the order 
Instituting investigation of Respondent, 
Alfred C. Glassell. Jr., issued in this pro¬ 
ceeding on January 27,1956. be amended 
as hereinafter ordered. 

The Commission orders: 

(A) Paragraphs (A) and (B> as set 
forth at page 3 of the Order Instituting 
Investigation issued in this proceeding 
on January 27.1956 be and the same are 
hereby amended to read as follows: 

**(A) An investigation of respondents. 
Alfred C. Glassell. Jr., individually and 
as Co-Trustee for Alfred Glassell 
Comegys Trust, William McLloyd 
Comegys m Trust. Anne Bernard Crich¬ 
ton Trust, Kate Curry Crichton Trust, 
Janie Curry Lee Trust. Joanna Lee Trust, 
Alfred McIntyre Stringfellow Trust and 
Charles Stringfellow III Trust; H. B. 
Langford; City National Bank of Hous¬ 
ton, Texas, as Trustee for the Alfred 
Glassell Comeib's Trust, William Mc¬ 
Lloyd Comegys ni Trust, Anne Bernard 
Crichton Trust. Kate Curry Crichton 
Trust. Janie Curry Lee Trust. Joanna 
Lee Trust. Alfred Mclnt^e Stringfellow 
Trust and Charles Stringfellow rn Trust, 
be and it hereby is instituted xmder the 
provisions of the Natural Gas Act for 
the purpose of enabling the Commission 
to determine whether, with respect to 
any transportation or sale of natural gas. 
subject to the Jurisdiction of the Com¬ 
mission. mode or proposed to be made 
by the said respondents, any of the rates, 
charges or classifications demanded, ob¬ 
served. charged, or collected, or any 
rules, regulations, practices or contracts 
affecting such rates, charges or classifi¬ 
cations are imjust, unreasonable, unduly 
discriminatory or preferential 

"(B> If the Commission, after a hear¬ 
ing has been had, shall find that any of 
the said respondents* rates, charges, 
classifications, rules, regulations, prac¬ 
tices, or contracts subject to the juris¬ 
diction of the Commission are unjust, 
unreasonable, unduly discriminatory, or 
preferential, the Commission will there¬ 
upon determine and fix by order or orders 
jast and reasonable rates, charges, clas¬ 
sifications. rules, regulations, practices 
or contracts to be Uiereaftcr observed 
and In force.** 
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<B) Except as hereinabove specifically 
amended, the order issued herein on 
January 27. 1956. shall remain in lull 
force and cllect. 

Issued: October 20.1956. 

By the Commission* 

[SEAL] LECW M. PCQUAY. 

Secretarv. 

(P. R. Doc. 56-6919; Piled, Nov. 2. 1956; 
8:47 a. m.| 


SECURITIES AND EXCHANGE 
COMMISSION 

IPlle No. 1^27331 

SUNSKT INTERNATIOXAL PrniOLEUM CORP. 

KOnCK or APPUCATION TO 8THIXC FHOM 

tlSTrNO AKB RECISTRATION, AND OP 

OPPORTUNmr FOB HEARING 

October 30.1956. 

In the matter of International Minina 
Corporation, Common Stock (Name 
changed to ’"Sunset International Petro* 
leum Corporation’’); Pile No. 1-2733. 

New York Stock Exchange has made 
application, pursuant to section 12 (d) 
of the Securities Exchange Act of 1934 
and Rule X*12D2-1 (b) promulgated 
thereunder, to strike the above named 
security from listing and registration 
thereon. 

The reasons alleged In the application 
for striking this security from listing and 
registration include the following: 

Effective August 31. 1956. Interna¬ 
tional Mining Corporation merged Sun¬ 
set Oil Company and changed its name 
to Sunset International Petroleum Cor¬ 
poration. The applicant Exchange de¬ 
termined on July 19. 1956. that the 
Company as survivor to the merger 
would not meet its standards for original 
listing. Dealings in the subject stock 
were accordingly 8an>endcd before the 
opening of the trading session on Sep¬ 
tember 4. 1956. 

The Commission's records show that 
registration of the subject issue became 
effective on the American Stock Ex¬ 
change on August 21. 1956, and that the 
issue became admitted to trading on said 
Exchange on September 4.1956. as Sun¬ 
set International Petroleum Corporation 
common stock. 

Upon receipt of a request, on or be¬ 
fore November 16. 1956. from any Inter¬ 
ested person for a hearing in regard to 
terms to be imposed upon the delisting of 
this security, the Commission will deter¬ 
mine whether to set the matter down for 
hearing. Such request should state 
briefly the nature of the interest of the 
person requesting the hearing and the 
position he proposes to take at the hear¬ 
ing with respect to imposition of terms. 
In addition, any interested person may 
submit his views or any additional facts 
bearing on this application by means of 
a letter addressed to the Secretary of the 
Securities and Exchange Commission. 
Washington 25. D. C. If no one requests 
a hearing on this matter, this application 
will be determined by order of the Com¬ 


* Co mm lctloner D:gby dlsRcntlng. 


mission on the basis of the facts stated 
In the application and other information 
contained in the official file of the Com¬ 
mission pertaining to the matter. 

.By the Commission. 

[SEAL] NELLYE a. TBORSEN. 

Assistant Secretary. 

IP. R. Doc. 56-6920; Piled, Nov. 2. 1056;' 
8:47 A. m.i 


(File No. 1-4991 

Consolidated Liqiuidatino Corf. 

NOTICE OF AFPUCATIOK TO WITHDRAW FROM 

LISTING AND REGISTRATION. AND OF OP- 

FORTHNITY FOR HEARING 

October 30, 1956. 

In the matter of Consolidated Liqui¬ 
dating Corporation* Common Stock; 
File No. 1-499. 

The above named Issuer, pursuant to 
section 12 (d) of the Securities Exchange 
Act of 1934 and Rule X-12D2-1 (b) 
promulgated thereunder, has made ap¬ 
plication to withdraw the spcciflcd se¬ 
curity from listing and registration on 
the Los Angeles Stock Exchange. 

The reasons alleged in the application 
for a-ithdrawing this security from list¬ 
ing and registration include the follow¬ 
ing: 

Consolidated liquidating Corponition 
has substantially completed the process 
of Uquidallon. Over 98 percent of the 
liquidating distributions to stock holders 
have been completed. The Corporation 
has filed a Petition for Judicial Super¬ 
vision of Winding Up Proceedings in the 
Superior Court of the State of California 
in and for the Coimty of Los Angeles, 
case No. 653902. The Corporation be¬ 
lieves it is no longer in the public in¬ 
terest to maintain a public market In 
Its stock. The Los Angeles Stock Ex¬ 
change has no objection to withdrawal 
from listing. 

Upon receipt of a request, on or before 
November 20. 1956. from any interested 
person for a hearing in regard to terms 
to be imposed upon tlie delisting of this 
security, the Commission will determine 
whether to set the matter down for hear¬ 
ing. Such request should state briefly 
the nature of the interest of the person 
requesting the hearing and the position 
he proposes to take at the hearing with 
respect to imposition of terms. In addi¬ 
tion, any Interested person may submit 
his view's or any additional facts bearing 
on this application by means of a letter 
addressed to the Secretary of the Se¬ 
curities and Exchange Commission, 
Washington 25. D. C. If no one requests 
a hearing on this matter, this applica¬ 
tion will be determined by order of the 
Commission on the basis of the facts 
stated in the application and other in¬ 
formation contained in the official file 
of the Commission pertaining to the 
matter. 

By the Commission. 

(SEAL] NELLYE a. TRORSEN, 

Assistant Secretary. 

IP. B. Doe. 66-8921: PUed. Nov. 2. 1956; 

8:47 a. m.] 


[FUc No. 76-35251 

Standard Shares, Ikc. 

NOTICE or FILING OF DECLARATION REGARD¬ 
ING PROrOSED CASH DISTRIBUTION OUT OF 

CAPITAL SURPLUS 

October 30,1956. 

Notice is hereby given that Standard 
Shares, Inc. <’’Standard Shares”), a reg¬ 
istered holding company, has filed a 
declaration pursuant to the Public Utility 
Holding Company Act of 1935 (’’act”). 
Declarant has stated that section 12 of 
the act and Rule U-46 promulgat'^d 
thereunder are applicable to the pro¬ 
posed transaction. Ail persons are 
referred to the declaration for a state¬ 
ment of the transaction therein propo.^ied 
which may be summarized as follows. 

Standard Shares proposes to make a 
ca.sh distribution of $0.40 per share, pay¬ 
able December 28. 1956. to stockholders 
of record December 7.1956, In part out of 
earned surplus to the full extent thereof 
which at September 30, 1956, amounud 
to 6359.786 and the balance out of capital 
surplus as of December 31, 1956, and 
wrhich as of September 30, 1956, was 
$21,751,384. to each holder of its out¬ 
standing 1.430,000 shares of common 
Block. The only outstanding obUgatlon 
of Standard Shares senior to the com¬ 
mon stock is a promissory note in the 
amount of $1,250,000 w^hich matures on 
July 30. 1957. 'The Hanover Bank, the 
holder of the note, has consented to the 
proposed distribution. Standard Shares 
states It has sufficient marketable securi¬ 
ties to enable It to raise any balance of 
cash required to pay the note when it 
becomes due. 

'The declaration further states that no 
State commLssion or Federal commission, 
other than this Commission, has Juris¬ 
diction over the proposed cash distribu¬ 
tion. The fees and expenses to be In¬ 
curred in connection with said distrlb J- 
tion are estimated not to exceed $1,500, 
including counsel fees, not in excess of 
$500. 

Notice la further given that any Inter¬ 
ested person may, not later than Novem¬ 
ber 15. 1956, at 5:30 p. m., request the 
Commission in writing that a hearing be 
held on such matter, stating the nature 
of his interest, the reasons for such re¬ 
quest. and the Issues of fact or law raised 
by said declaration which he desires to 
controvert, or may request that he be 
notified if the Commission orders a hear¬ 
ing thereon. Any such request should be 
addressed: Secretary, Securities and Ex¬ 
change Commission, Washington 25, 
D. C. At any time after said date, said 
declaration, as filed or as amended, may 
bo permitted to b^mc eficcUve as pro¬ 
vided in Rule U-23 of the rules and regu¬ 
lations promulgated under the act or the 
Commission may take such action ss it 
may deem appropriate under the clr- 
ciunstances. 

By the Commission. 

(SEALl NELLYE a. THORSXN, 

Assistant Secretan/. 

|P. R. Doc- 56-8922; Plied, Nov. 2. iS^ 
6:47 A. m.) 
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[Fllo No. 70-35001 

Blackstonz Valley Gas and EXectsic Co. 
Koncs or riLtKo or axendeo application- 

DECLARATION AND OtDCR ICAKING PROXY 

MATERIAL EITECriVE 

October 30, 1956. 

Notice is hereby Riven that Blackstone 
Valley Gas and Electric Company 
(*'Blackstone*') • a public utility subsidi¬ 
ary of Eastern Utilities Associates, a 
rcL’Utered holding company, has filed an 
amended application-declaration pur¬ 
suant to sections 6 (b> and 12 (e) of the 
Public Utility Holding Company Act of 
1935 raeV*) and Rules U-SO (a) (S). 
U-62 and U-100 promulgated under the 
act in respect of an exemption from the 
competitive bidding requirements of Rule 
U-50 of the proposed Issue and sale of 
25.000 shares of new preferred stock. 

All Interested persons are referred to 
the application-declaration for a state¬ 
ment of the transactions therein pro¬ 
posed. which, together with certain re¬ 
lated matters, are summarized as 
follows: 

By order issued September 5.1956, the 
Commission approved a proposal by 
Blackstone to authorize, issue, and sell, 
pursuant to the competitive require¬ 
ments of Rule U-SO. 25,000 shares of a 
new series of $100 par value, cumulative 
preferred stock. Pursuant to said order. 
Bl.'ickstone publicly invited bids to be 
submitted on September 11, 1956. Three 
groups qualified, but no bids were re¬ 
ceived. The date for receiving bids was 
pofitponed to October 11.1956; and. upon 
further consideration, the invitation for 
bids was withdrawn. 

Subsequently, the Commission, upon 
the request of Blackstone. informally au¬ 
thorized the company to negotiate with 
underwriters either for a public offering 
or a private placement of its new pre¬ 
ferred stock, subject to the condition that 
any proposal resulting from such nego¬ 
tiations be submitted to the Commission 
for approval. Pursiuint to that authori¬ 
sation, negotiations were undertaken 
with the following underwriting groups 
for the purchase of the 25.000 shares of 
nea^ preferred stock: 

Klddvr, Peabody ^ Co.. Salomon Broe. A 
Butzier, Wood Struthm A Co., Eastman DU- 
uon. Union Securlllfai A Oo., Eotebrook A Co.^ 
Elm Boston corporation, O. M. Walker 
ACow 

Two Of the groups advised that they 
not Interested. After consideration 
of the terms Indicated by Uic other 
Emups. the company has determined that 
the one submitted by the ^lomon Bros. 
A Hutzler group provided the best basis 
lor negotiation, i. e., a price to yield 6.10 
percent to 5.15 percent to the public at 
less than par to the company, with 
• dividend expressed In multiples of 0.04 
percent, and an underwriting compensa- 
«onof$i.75 per share. 

Blwkstone proposes to negotiate a 
wimmve agreement with the Salmon 
A Hutzler group for the sale of 
preferred stock. 

Bi^kst 4 )jj^ 0 meeting of 

l^l^l^oldcrs to be held November 13, 
lo procure authorization to create. 

No.2IS_a 


issue and sell the new preferred stock 
upon the new terms and conditions, and 
has submitted, as a part of the amended 
application-declaration herein, the pro- 
po^ proxy solicitation material, and 
requests acceleration of the effectiveness 
of the declaration under Rule U-62 so 
that the proxy material may be promptly 
mailed to stockholders. 

Notice is further given that any Inter¬ 
ested person may not later than Novem¬ 
ber 14. 1956 request in writing that a 
hearing be held in respect of such mat¬ 
ters. stating the nature of his Interest, 
the reasons for such request, and the 
issues of fact or law which he desires lo 
controvert, or he may request that he 
be notified if the Commission orders a 
hearing In respect thereof. Any such 
request should be addressed: Becretary. 
Securities and Exchange Commission, 
Washington 25. D. C. At any time after 
said date the Commission may grant and 
permit to become effective the amended 
application-declaration, as filed or as it 
may be amended, pursuant to the provi¬ 
sions of Rule U-23 promulgated under 
the act. or the Commission may grant 
exemption from its rules pursuant to 
Rules U-20 (a) and U-100 thereof, or take 
such action as it may deem appropriate. 

It appearing to the Commission that 
Blackstone*s proxy solicitation material 
is in appropriate form and that the dec¬ 
laration with respect thereto pursuant 
to section 12 (e) of the act and Rule 
U-62 promulgated thereunder should 
become effective forthwith: 

It is ordered, Thai Blackstonc's dec¬ 
laration regarding the proxy solicitation 
material, and it hereby is. permitted to 
become effective forthwith, subject to 
the terms and conditions prescribed in 
Rule U-24 promulgated under the act. 

By the Commission. 

[SEAL] NELLYE A. TBORSCN. 

Assistant Secretary. 

(P. R. Doc. 56-0923: Piled. Nov. 2, 1956; 

6:48 a. m.| 


UNITED STATES TARIFF 
COMMISSION 

lUct No. 19-7| 

Certain Expansion Bracelets and Parts 
Thereof 

complaints RECEIVEO 

October 30,1956. 

The United States Tariff Commission 
hereby gives notice of the receipt, on Oc¬ 
tober 23, 1956, of two complaints under 
section 337 of the Tariff Act of 1930 (19 
U, S. C. 1337) filed by Spcldcl Corpora¬ 
tion, 70 Ship Street. Providence, Rhode 
Island, alleging unfair methods of com¬ 
petition and unfair acts in the importa¬ 
tion and sale of certain foreign expansion 
bracelets and parts thereof. 

In accordance with the provisions of 
i 203.3 of the rules of practice and proce¬ 
dure of the Commission (19 CFR 203.3) 
the Commission has initiated a prelimi¬ 
nary inquiry into the allegations of these 
complaints to determine (a) whether the 
Institution of an Investigation under sec¬ 


tion 337. above, is warranted, and (b) 
whether the Issuance of a temporary or¬ 
der of exclusion from entry under section 
337 (f) of the Tariff Act of 1930 (19 
U. S. C. 1337 it )) is warranted. 

A copy of the complainu (not includ¬ 
ing confidential information is avaOable 
for public inspection at the offices of the 
United States Tariff Commission located 
at Eighth and E StreeU, NW.. Washing¬ 
ton, D. C., and also in the New York 
Office of the Tariff Commission, located 
in Room 437 of the Custom House. 

Pei*sons desiring to submit information 
cither in favor of or opposed to the in¬ 
stitution of an investigation may do so 
by submitting their views in writing to 
the Secretary, United States Tariff Com¬ 
mission, Washington 25, D. C. Fifteen 
copies of any such submission are 
required. 

By order of the Commission. 

[seal] Don N, Bent. 

Secretary. 

|P. R Doo. 56-6929: Filed. Nov. 2, 1956: 

8:50 a. m.| 


DEPARTMENT OF JUSTICE 

Office of Alien Property 

State or Netherlands for the Be.netit 

OF Jacques and Salomon Orootkerk 

et al. 

NOTICE or INTENTION TO RETURN VESTED 
PROPERTY 

Pursuant to section 32 (f) of the Trad¬ 
ing With the Enemy Act, as amended, 
notice is hereby given of Intention to 
return, on or after 30 days from the date 
of publication hereof, the following prop¬ 
erty. subject to any increase or decrease 
resulting from the administration thereof 
prior to return, and after adequate pro¬ 
vision for taxes and conservatory ex¬ 
penses: 

Claimant, Claim Property, and Location 

The State of the Netherlands for the bene¬ 
fit of (aU right, title and Interest of the 
Attorney General acquired ptirsuant to Vest¬ 
ing Order No. 18521 <16 P. R. 10097, October 
3.1051) in and to): 

Jacques and Salomon Orootkerk, L. S. 
Claim No. 857, Cities Service Company 5/68 
Debenture No. 14812, In the principal amount 
of 61,000. 

Oerrlt van Oelderen, L. 8. Claim No. 860, 
Union Pacific Railroad Company 4/47 Bond 
No. 87370, in the principal amount of 
61.000. 

Eduard Qoldamit; Reyman Musaph: R. van 
Plmontal: D. Israels: L. H. van Kleef, L. S. 
Claim No. 862. Southern Pacific Company 
4^/81 Bond No. 12286. In the principal 
amount of 61,000; Southern Pacific Company 
4^/69 Bond Noa. 43601 and 55559, in the 
principal amount of 61.000 each. 

Ina Orandia; Ellaabeth PhiUpe: Panny 
Speyer; Sophia Jacobs. L. S. Claim No. 864. 
Kansas City Southern Railway Company 3/60 
Bond No. 5772, In the principal amount of 
61XKX): Southern Pacific Company 4/49 Bond 
No. 15486. in the principal amount of 61,000; 
Southern Pacific Railroad Company 4/55 
Bond No. 4693, in the principal amoimt of 
6500. 

Netherlands Embassy, OfSce of the Finan¬ 
cial Counselor. 26 Broadway. New York 4 , 
New York. 
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NOTICES 


tentlon to return, on or after SO days 
from the date of publication hereof, the 
following property, subject to any in¬ 
crease or decrease resulUns from the 
administration thereof prior to return, 
and after adewate provision toY taxes 
and conservatory expenses: 

CtaifMfit, Claim No^ Property and Location 

The 8Uit« of tbs NetberlAnds for tbs bens- 
at of: 

Idrt. Clarm and Henri ds Vries and Mn. 
Henny ran Meestl, U B. Clstm Ho. liK). 
$1,117.43 In tbs Treasury of the United Btates. 

Anns Btraust, Hertba Frankenbula. Martha 
and Lso ds Vries and Eduard van Oantalg. 
U a CbOm Ha 196, $1,117.43 in the Troaaury 
of the United States. 

Mrs. R. Oohen. L. 8. Claim Ho. 331. $1,681.07 
in the TTsasury of the United States. 

Urn. Hilda Sternberg. L. 8. Claim No. 751. 
$7,230.05 in the Treasxtry of the United States. 

Betsy and Marry Stoppelman. L. B. Claim 
Ko. 766. $2,728.94 In the Treasury of the 
United SUtes. 

Netherlands Embassy. Oflico of the Plnan- 
clai Counselor. 25 Broadway. New York 4, 
New York. 

Executed at Washington. D. C., on 
October 29. 1956. 

For the Attorney QencraL 

[seal] Paul V. Myxon, 

Deputy Director, 
Office 0 / Alien Property. 

IF. a Doe. 66-8935; Filed. Nov. 2. 1966; 
8:51 a. m.] 


Aagje van der Lande. 8. Claim Ho, 655. 
Cities Service Company 6/66 Bond No. 1063. 
in the prindpat amount of $500. 

Nloolaas Isbrct and Cornelia Ooedhart, 
Za. 8. Claim No. 557. Central Pacific Balia sy 
Company 4/49 Bond No. 10808, In the prin¬ 
cipal amount of $lj000. 

Notberlanda Embassy. OOce of the Finan¬ 
cial Ooiinselor. 25 Broadway. New York 4. 
New York. 

Executed at Washington. D. C.. on 
October 29. 1956. 

For the Attorney General. 

tscAL] Paul V. Myron. 

Deputy Director, 
Office 0/ Alien Property, 

IF. R. Doc. 66-8936; Plied. Nov. 2. 

8:51 a. m.] 


State of Netherlands for the BENrnr 
OF Oeertruida Pn.ix rr al. 

notice OF INTENTION TO RETURN VESTED 
PROPERTY 

Pursuant to section 32 (f) of the Trad¬ 
ing With the Enemy Act. as amendedt 
notice is hereby given of intention to 
return, on or after 30 days from the date 
of publication hereof, the toUov,ing 
property, subject to any Increase or de¬ 
crease resulting from the administration 
thereof prior to return, and after ade¬ 
quate provision for taxes and consena- 
tory expenses: 


Executed at Washington. D. C.. on 
October 29, 1956. 

For the Attorney OeneraL 

[seal! Paul V. Myron, 

Deputy Director, 
Office of Alien Property, 

|F. R. Doc. 66-8933; Piled, Nov. 2. 1956; 
8:50 a. m.] 


State of Netherlands for the Benefit 

OF JUUS OOLDSMIT ET AL. 

NOTICE OF INTENTION TO RETURN VESTED 
PROPERTY 

Pursuant to section 32 (f) of the 
Trading With the Enemy Act. as 
amended, notice is hereby ^ven of in¬ 
tention to return, on or after 30 days 
from the date of publication hereof, the 
following property, subject to any in¬ 
crease or decrease resulting from the 
administration thereof prior to rettim. 
and after adequate provision for taxes 
and conservatory expenses; 

Claimant, Claim No., Property, and Location 

Tht State of the Nelbcrlanda for the benefit 
of (aU right, title and Interest of the Attorney 
General acquired pursuant to Vesting Order 
No, 18521 (16 P. R. 10097. October 8. 1951) in 
and to); 

Julio Goldamlt, Judith Boot, Antonia and 
Henri Ooldamit, Klenora Oeatermnn. Jana Jo 
Brwtcman. Rebecca and Meljor do Baas. L. 8. 
Claim No. 412. Sothem Pacific Company 4/49 
Bond No. 12090. in tho principal amoimt of 
$ 1 , 000 . 

Mrs. O. Lceaer, L. 8. Claim No. 560. Bouth- 
trn Pacific Company 4V^/09 Bond No. 29600, 
In the ptlnclpoi amount of $1,000. 

Adrlonua, Jon and Frederik von Loghum 
Slaterua. L. S. Claim No. 584, Southern l^LClfio 
Company 4i^/Bl Bond No. 28606 In the prin¬ 
cipal amount of $1j00O. 

Louisa Stlchtlng, L. 8. Claim No. 688. Con¬ 
trol Pacific Railway Company 4 ^49 Bond No. 
77471. In the principal amount of $1X)00; 
Atchison. Topeka A Santa Fe Railway 4/9S 
Bond No. 7445, in the principal amount of 
$1AXX>: Union Pacific Railroad Company 4/47 
Bond No, S9012. In the principal amount of 
$ 1 , 000 . 

HenrlcUe Mstbleu. L. 8. Claim No. 505, 
Kanaaa City Bouthem Railway S/50 Bond No. 
5652. in the principal amount of $1,000. 

Netherlands Embassy. Office of the Finan¬ 
cial Counselor. 25 Broadway. New York 4. New 
York. 

Executed at Washington. D. C., on 
October 29. 1956. 

For the Attorney OeneraL 

[seal! Paul V. Mtron, 

Deputy Director, 
Office of Alien Property, 

[P. R. Doc. 55-8934; Filed. Nor. 2, 1956; 
8:51 a. in.) 


State of Netherlands for the Benefit 
ofClara and Henri oc Vries rr al. 

notice of intention to return vested 
property 

Pursuant to section 32 (f> of the 
Trading With the Enemy Act. as 
amended, notice is hereby given of In- 


Stats of Netherlands for the Benefit 
OF CoRNELis Janssen et al 

NOTICE OF intention TO RETURN VESTED 
PROPERTY 

Pursuant to section 32 <f) of the Trad¬ 
ing With the Enemy Act, as amended, 
notice is hereby given of intention to 
return, on or after 30 days from the date 
of publication hereof, the following prop¬ 
erly, subject to any Increase or decrease 
resulting from the administration there¬ 
of prior to return, and after adequate 
provision for taxes and conservatory 
expenses: 

Claimant, Claim No„ Properly,'and Location 

The Btate of the NeiherlanLj for the bene¬ 
fit of (aU right, title and interest of the At¬ 
torney General acquired pursuant to Vest¬ 
ing Order No. 16521 (16 F. B. 10007. October 
3. 1951) in and to): 

CbmelU and Adriana Januen, Louta ran 
Latenatcyn and Jan Weygenw, L. 6. Claim 
No. 505. AtebUon Topeka and Santa Fe Rail¬ 
way Company 4/95 Bond No. 74733. In the 
principal amount of 91,000; Cities Service 
Company 5/66 Debenture No. 17921. in the 
principal amount of $1,000: Kanaaa City 
Bouthem Railway Company 3/60 Bond Noa. 
2423 and 22973. In the principal amount of 
$1,000 each; Mlaeourl-Kansaa-Texoa Railway 
Company 5/67 Bond Noa. 8854 and 3855, in 
the principal amount of $500 each. 

P. J. A. Just de la Palaleree. L. S. Claim 
No. 516. Cltiee Service Company 5/58 Deben¬ 
ture No. 21470. In the principal amount of 
$1,000; Cities Service Company 5/69 Deben¬ 
ture No. 16495, In the principal amount of 
91 . 000 . 

Dirk van Keulen, L. 8. Claim No. 533. 
Atchison Topeka A Santa Fe Railway Com¬ 
pany 4/95 Bond No. 5267. In the principal 
amount of $500. 


Claimant, Claim No., Property, and Location 

The State of the KClberlandf for the bene¬ 
fit of (aU right, title and interest of tbe 
Attorney Oencml acquired pursuant to Vrti- 
ing Order No. 18521 (16 F. R. 10097. Ociofc-rr 
8. 1951) In and to); 

Oeertruida Felix, Oerorda van fichermb^^k 
and Margaretba van JBupen, L. S. Claim No. 
848. Cltlea Service Company 5/60 Debenture 
Noa. 7228, 7229 and 11074. In the prtnripil 
amount of $1,000 each; Citlca Borvlce Com¬ 
pany 5/66 Debenture No. 2302. In the princi¬ 
pal amount of $500; Cities Service Company 
5/69 Debenture No. 29960. in tht prlocipal 
amount of $IA>00. 

Elisabeth, Jacob and Thomoa Doyer, Her- 
mimce van der Velde, and Oeertruida Klaaa 
L 8. aalm Ko. 367. Union Pacific Railroad 
Company 4/2008 Bond No. 63300. In the prla- 
clpol amount of $1/XX); Cities Service Com¬ 
pany 5/68 Debenture No. 4900. in the princi¬ 
pal azxKnmt of $lj000. 

Oerord van der Filer. L. S. Claim No. 
Bouthem Pacific Company 5/49 Bond No 
8920, in tbe principal amount of $500. 

Cornelia Ephraim. L. S. Claim No. Siw* 
Atcbleon, Topeka and Santa Fe Railway 
Company 4/95 Bond No. 8272. In the princi¬ 
pal amount of $600. 

Wilhelm Franck. L. B Claim No. 401. Cltler 
Service Company 5/66 Bond No. 1724, to tbe 
principal amount of $1X)C0. 

Ketherlanda K.*n booty. Office of the Finan¬ 
cial Counselor, 25 Broadway, New York 4. 
New York. 

Executed at Washington, D. C. on 
October 29. 1956. 

For tho Attorney OeneraL 

[seal] Paul V. Myron, 

Deputy Director, 
Office of Alien Property 

|F. B. Doc. 56-8037: Filed. Nov. 2, 

8:51 a. m.) 
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State of Nctrerlakds for the Beketit 
or H. JURGENS CT AU 


Execute at Washington, D. C., on 
October 29, 1956. 


Executed at Washington, D. C., on 
October 29, 1956. 


NOTICE OF DfTENTIOIf TO RETURK \^ESTED 
PROPERTY 

Pursuant to section 32 (f) of the Trad¬ 
ing With the Enemy Act, as amended, 
notice Is hereby given of intention to re¬ 
turn. on or after 30 days from the date 
of publication hereof, the following prop¬ 
erty, subject to any increase or decrease 
resulting from the administration there¬ 
of prior to return, and after adequate 
provision for taxes and conservatory 
expenses: 

Claimant, Claim No.^ Property, and Location 

The SUte of the Ketherlande lor the beno- 
Stol; 

(CAAh In the Treseury of tpe United 
State!)r 

Ur%. H. Jurgens: L. F., B. and MlJia M. 
Cohen. L. 8. CUlm No. 30. $1,176.24. 

XlAtbllda VlMer and EU&abeth Erdmann, 
L, 8. Claim No. 35, $1,176 24. 

Charlotte, Evert. Emmanuel. Samuel. Nlco 
and Henri Vies; Roeet Jaray; Kenrlette. Sara 
and Johanna Polak; Sara Jourden; Henrlette 
Hirscb: Hesther Luchtlnger; Uldora Render; 
Marurine Hendrix; WUly and Johanna 8pl- 
Jer; Kenrlette Vos; Flora Ekker. L. 8. Claim 
Ko. 60, $8,392.60. 

EUsabeUi, Pauline. Robert and Eduard Ja¬ 
cobson. Lw 8. aalm No. 105, $3,802.24. 

Sara Zoest; Cornells, Anton and Gerard 
vtn Egmond; Sara van der Lean, L. 8. Claim 
No. 821. $5jm.50. 

(AU right, title and interest of the Attorney 
Oeneral acquired pursuant to Vesting Order 
No. 18521 <16 P. R. 10097. October 3, 1951) 
In and to): 

Ain. H. Jurgens; L. F.. B. and Miss L. M. 
Cohen. U 8, Claim No, 30, Southern Pacific 
0ompany-8an Francisco Terminal 4/50 Bond 
No. 3437, In the principal omoun’t of $500. 

IfathUda Visser and Elizabeth Erdmann, 
t- 8. Claim No, 3$, International Hydro- 
Electric System 6/44 Debenture No. 23897. In 
the principal amount of $1,000. 

Charlotte. Evert. Emmanuel, Samuel. Nlco 
and Henri Vies; Roscet Jaray; Henrlette. Sara 
and Johanna Polak; Sara Jourden; Henrlette 
HlTfch; Hesther Luchslnger; Isldora Rouder; 
Marlannt Hendrix: Willy and Johanna 
«PtJcr. Henrlette Vos; Flora Ekker, L. 8. 
Oaim No. 60, ClUcs Service Company 5/66 
Bond No. 37515. In the principal amount of 
•1.000; International 'Hydro-Electric System 
0 44 Debenture Nos, 17853 and 17789, in the 
principal amount of $1,000 each; Interna- 
Uonal Power Securities Corporation 6*4/55 
®nnd No. 1947, In the principal amount of 
•liKK); Mlasourl-Kanaas-Texas Railway Com¬ 
pany 4-“90 Bond No. 12595, In the principal 
^*»nunt of $1,000. 

EUttbeth, Pauline, Robert and Eduard 
Jacobson, L. 8. Claim No. 105, The Cuba Com¬ 
pany 6.55 Bond No. 2502. In the principal 
a^unt of $1,000; International Hydro-Elec- 
™ Sistem 6/44 Debenture No. 29861, In the 
^inclpal amount of $1,000: Southern Pacific 
wmpany 4Vi/60 Bond No. 31676, In the prin¬ 
cipal amount of $1,000. 

Cornells. Anton and Gerard 
™ Egmond; Sara Van der Loan. L. S. Claim 
831, Panhandle Eastern Plpellnt Com- 
Pjoy 4/52 Borkd Nos. A. A. M. 6704, A A. M. 
A. A. M. 6706 and A A. M 6707, In the 
"nount of $1,000 each; Southern 
^^Pany-San Francis^ Terminal 
Not. 14295 and 14296. In the prln- 
amount of $500 each; Southern Railway 
^j^Psny 4 ^66 Bond No. 30793. In the prln- 
cw amount of $1.000. 
rui Embassy. Office of Ihe Flnan- 

yunselor. 25 Broadway, New York 4, 


For the Attorney General. 

I SEAL 1 Paul V. Myron, 

Deputy Director, 
Office of Allen Property. 

IF. R. Doc, 66-8039; Filed, Nov. 2. 1956; 
8:52 a. m.| 


Stats of Netherlands for the Benefit 

OF SUZE PlEBEN ET AL. 

NOTICE OF INTENTION TO RETURN VESTED 
PROPERTY 

Pursuant to section 32 (f) of the 
Trading With the Enemy Act, as amend¬ 
ed. notice is hereby given of intention 
to return, on or after 30 days from the 
date of publication hereof, the following 
property, subject to any Increase or de¬ 
crease resulting from the administration 
thereof prior to return, and after ade¬ 
quate provision for taxes and conserva¬ 
tory expenses: 

Cfaimanf, Claim No., Property, and Location 

The State of the Netherlands for the bene¬ 
fit of: 

(Cash In the Treasury of the United 
States): 

Suze, Johanna. Adriana and Dirk Pleren, 
L. a. Claim No. 36. $1,117.43. 

Mrs. E. D. Fuchs, L. 8. Claim No. 44. 
$2,367.50. 

I. van Dlaokensteln, L. 8. Claim No. 52. 
$1,117.43. 

John Smalhout. L. 8. Claim No. 67. 
$3,729.86. 

Uon Cohen, L. S. Claim No. 61. $1,480.00, 

<A11 right, title and interest of the At¬ 
torney General acquired pursuant to Vest¬ 
ing Order No. 18521 (16 F, R. 10097, Octo¬ 
ber 3, 1951) In and to): 

Suze. Johanna, Adriana and Dirk Pleren, 
L. S, Claim No. 36, Cities Service Company 
5/69 Debenture No. 37378. In the principal 
amount of $1.<X)0; Havana Electric. Railway 
Company 5/52 Bond Nos. 9151 and 9152. 
In the principal amount of $1,000 each; 
Cities Service Company 5/50 Debenture No. 
70910, in the principal amount of $1,000. 

Mrs. E. D. Fuchs, U. 8. Claim No. 44. Cities 
Service Company 5/58 Debenttire No. 7501, 
In the principal amount of aiJXM); North¬ 
ern Pacific Railway Company 4/97 Bond No. 
41693. In the principal amount of $1,000; 
Southern Pacific Company 4^/69 Bond No. 
37397. In the principal amount of $1,000. 

I. van Blankenateln, L. 8. Claim No. 52, 
Cities Service Company 6/58 Debenture No. 
15526, In the principal amount of $1,000; 
Cities Servics Power A Light Company 5^/52 
Debenture No. 26348. In the principal amount 
of $1,000. 

John Smalhout, L. 8. Claim No. 57. Cities 
Service Company 5/66 Debenture No. 6250, In 
the principal amount of $1X)00; The Cuba 
Company 6/55 Debenture No. 3884. In the 
principal amount of $1,000; Havana Electrlo 
Railway Company 5/52 Bond No. 8660, In ths 
principal amount of $1,000; LouisvUle Ac 
NaahvlUe Railroad Oompony; Southeast Ac 
8t. ZiOUls Division 3/80 Bond No. 787. in the 
principal amount of $1,000. 

Lion Oohen. L. 8. Claim No. 61, Cities Serv¬ 
ice Company 5/58 Debenture No. 37936, In 
the principal amount of $l.(X)0. 

Netherlands Embassy. Office of the Finan¬ 
cial Counselor, 25 Broadway, New York 4, 
New York. 


For the Attorney GencraL 


[SEAL] Paul V. Myron, 

Deputy Director, 
Office of Alien Property. 


(F. R. Doc, 56-8938; Filed. Nov. 2, 1956; 
8:51 a. m.) 


State of Netherlands for the Benefit of 

Helena van Leek-de Jongh rr al. 

NOTICE of INTENTION TO RETURN VESTED 
FfiOPERTY 

Pursuant to section 32 (f) of the Trad¬ 
ing With the Enemy Act. as amended, 
notice is hereby given of Intention to re¬ 
turn, on or after 30 days from tlie date 
of publication hereof, the following prop¬ 
erty. subject to any Increase or decrease 
resulting from the administration 
thereof prior to return, and after ade¬ 
quate provision for taxes and conserv¬ 
atory expenses: 

Claimant, Claim No., Property, and Location 

The SUte of the Netherlands for the benefit 
of: 

(Cash In the Treasury of the United 
Sutes): 

Helena van Leer-de Jongh. L. 8. Claim No. 
515.$392.0a 

Salomon KaU. L. 8. Claim No. 527. $1.56882. 

Adrienne van Nlerop, L. 8. Claim No. 622, 
$3.92030. 

Margaretha. Louise. Elsa. Anthonla. and 
Anton van Raalte; Elsa Mendes; Jenny de 
Jong; Benthe Kyhn; Antonlnette Wiener; 
Eduard and Frans van Leer; Eduard Alfred 
van Leer. L. 8. Claim No. 673, $2,626.94. 

(All right, title and Interest of the Attorney 
General acquired pursuant to Vesting Order 
No. 18521 (16 F. R. 10097, October 3, 1951) in 
and to): 

Helena van Leer-de Jongh. L. B. Claim No. 
515, International Hydro-Electric System 6/44 
Debenture No. 24778, In the principal amount 
of $1,000: International Power Securities 
Corporation 6Vs/85 Bond No. 1879. In the 
principal amotint of $1JXX); BAlaeouri-Kansaa- 
Texas Railway Company 4/90 Bond No. 24598. 
in the principal amount of $1,000. 

Salomon KaU, U 8. Claim No. 527. Cities 
Service Company 5/58 Debenture No. 12442, 
in the principal amount 'of $1JX)0. 

Adrienne van Nierop, L. 8. Claim No. 622. 
Louisville At JefleraonviUe Bridge A Railroad 
Compuiny 4/45 Bond Nos. 970. 1814 and 2429. 
In the principal amount of $1,000 each; 
Southern Pacific Company-San FrancUco 
Terminal 4/60 Bond No. 15285, in the prin¬ 
cipal amount of $1,(KX). 

Margaretha. Louise, Elaa. Anthonla, and 
Anton van Raalte; Elsa Mendes; Jenny de 
Jong; Benthe Kyhn; Antonlnette Wiener; 
Eduard and Frans van Leer; Eduard Alfred 
van Leer, L. 8. Claim No. 673. International 
Power Secxintles Corporatfon 6*/^/55 Bond 
No. 9176. In the principal amount of $1,000. 

Netherlands Embassy, Office of the Finan¬ 
cial Counselor, 25 Broadway. New York 4. 
New York. 

Executed at Washington, D. C., on 
October 29,1956. 

For the Attorney OeneraL 

[seal] Paul V. Myron, 

Deputy Director, 
Office of Alien Property. 

[F. R. Doc. 56-8940; Filed, Not. 2. 1956; 
8:52 a. m.] 
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NOTICES 


(Vesting Order 11207. Arndt.] 

Leo and Oscar Wieskcr 

In re: Interests In real property, prop¬ 
erty insurance policies, and claims owned 
by Leo Wlesncr and Oscar Wiesner, also 
known as Oskar Wlcsncr. 

Vesting Order 11207 Is hereby amended 
as follows and not otherwise: 

By deleting from Exhibit A. attached 
to said Vesting Order and by reference 
made a part thereof, the description of 
Parcel 1 and substituting therefor the 
following description; 

All that tract or parcel of land, situate 
in the City of Rochester, County of Mon¬ 
roe and State of New York, being Lot 
No. 06 on the Franklin Tract, as alloted 
and laid down by Stebbins and Cuyler on 
the map of the Franklin Tract, which 
map is deposited in the County Clerk's 
Ofllce. boimded as follows: South on 
Andrews Street: east on an alley; west on 
Lot 07 on which formerly stood the 
school house. District No. 10; thence 
northerly by said Lot 97,100 feet to Lot 
08; thence easterly by said Lot 08,39 feet 
to the alley: thence southerly on said 
alley, 100 feet to Andrew*s Street; thence 
westerly on the north line of Andrews 
Street about 30 feet to the place of 
beginning. 

All other provisions of Vesting Order 
11207, and all actions taken by or on be¬ 
half of the Attorney General of the 
United States in reliance thereon, pur¬ 
suant thereto and under the authority 
thereof are hereby ratified and 
confirmed. 

The terms •'national*' and “designated 
enemy country** as used herein shall have 
the meanings prescribed in section 10 of 
Executive Order 0193 as amended. 

Executed at Washington, D. C.. on 
October 30.1950. 

For the Attorney GeneraL 

[ sEALl Paul V. Mtro.n. 

J^uty Director, Office of Alien 
Property, Department of 
Justice. 

IP. B. Doc. 66-SD41: FUed. Nov. 2, 1966; 

8:52 a. xn.] 


INTERSTATE COMMERCE 
COMMISSION 

Fourth SxenoN Appucations for Rclixf 
October 31,1056. 

Protests to the granting of an appli¬ 
cation must be prepared in accordance 
with Rule 40 of the general rules of prac¬ 
tice (49 CFR 1.40) and filed within 15 
days from the date of publication of this 
notice in the Federal Registuu 

LONG-AND-SHORT HAUL 

PSA No. 32825: Paper from Paciffc 
Coast to Southern Points. Piled by 
W. J. Prueter, Agent, for interested rail 
carriers. Rates on paper and paper 
articles, carloads, from Pacific coast 
points to Jackson. Miss., Memphis, Tenn., 
and New Orleans. La, 

Grounds for relief: Rail carrier com¬ 
petition and circuity. 

Tariff: Supplement 41 to Agent Prue- 
ter s ICC 1574. 


PSA No. 32826: Perlite rock from 
Grants, N. Mcx., to Official Territory. 
Plied by W. J. Prueter, Agent, for inter¬ 
ested rail carriers. Rates on rock, 
perlite, broken, crushed or ground, dried 
or not dried, not expanded, carloads, 
from Grants. New Mexico, to points in 
oflicial territory. 

Grounds for relief: Rail carrier and 
market competition, and circuity. 

Tariff: Supplement 41 to Agent Prue- 
ter’s ICC 1574. 

FSA No. 32827: Benzol from Marshall, 
m.. to Wichita, Kans. PUed by W. J, 
Prueter, Agent, for interested rail car¬ 
riers. Rates on benzol (benzene), tank- 
car loads, from Marshall, HI., to Wichita, 
Kans. 

Grounds for relief: Short-line distance 
formula and circuity. 

Tariff: Supplement 21 to Agent 
Pructer's ICC A-3002. 

FSA No. 32828: Petroleum products 
from Mandan, N. Dak., to Minnesota. 
Piled by the Northern Pacific Railway 
Compony. for itself and one other rail 
carrier. Rates on petroleum residual 
fuel oil. distillate fuel oil, and liquefied 
petroleum gas. tank-car loads, from 
Mandan. N. Dak., to points in Minne¬ 
sota on the Minnesota Western Railway. 

Grounds for relief: Market competi¬ 
tion. 

Tariff: Supplement 21 to Northern 
Pacific Railway ICC 0008. 

PSA No. 32820: Lumber from Afem- 
phls. Tenn., to New Orleans, La. Piled 
by P. C. Kratzmeir, Agent, for Inter¬ 
ested rail carriers. Rates on lauan 
lumber and related articles, carloads, 
from Memphis. Tenn.. to New Orleans, 
La. 

Grounds for relief: Rail carrier com¬ 
petition and circiiity. 

PSA No. 32830: Scrap Paper from St. 
Louis, Mo., to New Orleans, La. Piled by 
F. C. Kratzmeir, Agent, for interested 
rail carriers. Rates on paper, scrap or 
waste, carloads, from St. Louis. Mo., to 
New Orleans. La. 

Grounds for relief: Rail carrier com- 
peUUon and circuity. 

PSA No. 32831; Trailer-on-flat-car 
service—New York, New Haven and 
Hartford R. R. Piled by The New York. 
New Haven and Hartford Railroad Com¬ 
pany, for Itself and other rail caixiers. 
Rates on freight loaded In highway 
^ck-trallers and transported on rail¬ 
road flat cars, between points in Indiana. 
New York, and Pennsylvania, on the one 
hand, and points on the New York, New 
Haven and Hartford Railroad, on the 
other. 

Grounds for relief: Motor-truck com¬ 
petition. 

Tariff: Supplement 5 to N. Y. N. H. & 
H. R, R. ICC 4304. 

PSA No. 32832: Fresh meats and 
packino-house products to the South. 
Piled by W. J. Prueter, Agent, for In¬ 
terested rail carriers. Rates on fresh 
meats and packinghouse products, car¬ 
loads. from points in Illinois and western 
trunk-line territories, to points in south¬ 
ern territory. 

Grounds for relief: Motor-truck com¬ 
petition. 

Tariffs: Agent Pruetcr's ICC A-3911 
and one other tariff. 


PSA No. 32833: Peanuts from the 
South to Official and Illinois Territories. 
Piled by O. W. South. Jr., for Interested 
rail carriers. Rates on peanuts, shelled, 
carloads, from points in Alabama. Flor¬ 
ida, Georgia, and Tennessee, to points In 
Illinois and oCOclal territories. 

Grounds for relief; Short-line dis¬ 
tance foimula, circuity, and motor-truck 
competition. 

Tariff: Supplement 203 to Agent C. A. 
Bpaninger's ICC 887. 

PSA No. 32834: Lime from White 
Stone, Texas, to the Southwest. FUed 
by P. C. Kratzmeir, Agent, for Interested 
rail carriers. Rates on lime, carloads, 
from White Stone, Texas, to points in 
Arkansas, Louisiana. New Mexico, and 
Oklahoma. 

Grounds for relief: Short-line distance 
formula and circuity. 

Tariff: Supplement 37 to Agent Kratz- 
melr's ICC 4021. 

FSA No. 32835: Salt Cake from Hope- 
weU. Va., to Florida. Piled by O. W. 
South, Jr., Agent, for Interested rail car¬ 
riers. Rates on salt cake (crude sul¬ 
phate of soda), carloads, from Hopewell, 
Va., to Jacksonville. South Jacksonvilie, 
East Port, and Eastport Jet, Ha. 

Grounds for relief: Rail carrier and 
market competition, and circuity. 

Tariff: Supplement 12 to Agent C. A. 
Spanlngcr’s IOC 1538. 

PSA No. 32836: Wallboard from Cen¬ 
tral Territory to Kansas and Missouri 
FUed by H. R, Hlnsch. Agent, for Inter¬ 
ested rail carriers. Rates on building, 
wall or insulating boards, viz: fibre- 
board, pulpboard, or strawboard. car¬ 
loads, from points in central territory to 
points in Kansas and Missouri. 

Grounds for relief:.Circuitous routes. 

Tariff: Supplement 144 to Agent 
Hinsch's ICC 4238. 

FSA No. 32837: Iron and steel articles 
From St. Louis, Mo., and related points 
to Twin Cities. Piled by J. G. Hartmnu. 
Agent, for the Federal Barge Lines and 
Interested rail carrier. Rates on iron 
and steel articles, viz: plate, sheets, tin 
plate, teme i^ate, and tin mill black 
plate, from Granite City. IlL. East St 
Louis, HI., and St Louis. Mo., to Minne¬ 
apolis. Minnesota Transfer, and St Paul, 
Minn. 

Grounds for relief: Market competi¬ 
tion. 

Tariff: Supplement 10 to Agent Hart¬ 
man's ICC A-90. 

PSA No. 32838: Scrap iron and steel 
from Michigan and Ohio to Official Ter¬ 
ritory. Piled by the Detroit. Toledo and 
Ironton Railroad Company, for Itself 
and other interested rail carriers. Rat^ 
on billets, scrap Iron and steel, and arti¬ 
cles taking the same rates, carloads, from 
points in Michigan and Ohio on the De¬ 
troit, Toledo and Ironton Railroad, to 
points In ofllcla] territory. 

Grounds for relief; Circuitous routes. 

Tariff: Detroit. Toledo and Ironton 
Railroad ICC 775. ^ 

FSA No. 32839: Merchandise from Cia- 
cinnati, Ohio, to Florida. Piled by O. W* 
South. Jr., Agent, for interested 
carriers. Rates on merchandise, mlxeu 
carloads, from Cincinnati, Ohio, W 
points in Florida. 

Orounda for reUef: Circuitous rouU* 
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Tariff: Supplement 55 to Agent C. A. 
5paninger*sICC 1458. 

PSA No. 32840: Cement from Lone 
Star, VcL, to Charlotte, N. C. Piled by 

O. W. South, Jr., Agent, for interested 
rail carriers. Rates on cement, carloads, 
from Lone Star. Vs., to Charlotte, N. C. 

Grounds for relief: Circuitous routes. 

Tariff: Supplement 66 to Agent C. A. 
6paninger*sICC 1447. 

PSA No. 32841: Petroleum oil from 
PeiroUa, Pa„ to Houston, Texas. Filed by 

P. C. Kratzmeir, Agent, for interested 
nil carriers. Rates on petroleum oil, 
Doibn, tank-car loads, from Petrolia, Pa., 
to Houston, Texas. 

Grounds for relief: Truck-barge com¬ 
petition. 

Tariff: Supplement 10 to Agent Kratz- 
melrs ICC 4188. 

PSA No. 32842: Crude rubber from 
Louisiana to Lake Zurich, III. Filed by 
0. W. South, Jr., Agent, for interested 
nil carriers. Rates on rubber, artificiAl, 
synthetic or neoprene, crude, carloads, 
from Baton Rouge and North Baton 
Rouge. La., to Lake Zurich, IlL 

Grounds for relief: Short-line distance 
formula and circuity. 

Tariff: Supplement 203 to Agent J. H. 
Marque's ICC 417, 

PSA Na 32843: Bottle caps from Lan^ 
caster, Pa„ to Jacksonville, Fla. Plied by 
O. E. Schultz, Agent, for interested rail 
carriers. Rates on caps, for bottles, 
cans, or jars, metal, with or without 
cork or paper lining, carloads, from 
lancaster. Pa., to Jacksonville and South 
Jacksonville, Fla. 

Grounds for relief: Circuitous routes. 

Tariff: Supplement 26 to Agent C. W. 
Boin a ICC A-1079. 

PSA No. 32844: Fertilizer between 
points in Illinois TerriUrry. Piled by 
H, O. Raasch, Agent, for interested rail 


carriers. Rates on fertilizer and ferti¬ 
lizer materials, dry. carloads, between 
points in Illinois Freight Association 
territory. 

Grounds for relief: Short-line dis¬ 
tance formula and circuity. 

Tariff: Supplement 11 to Agent 
Raasch's ICC 857. 

By the Commission. 

(seal! Hakolo D. McCoy, 

Secretary, 

(P. B. Doc. 58-8935: Plied, Nov. 2, 1958; 
8:48 A. m.) 


Garment Hancers: Baltimore to North 
Carolina 

RATES AND CRAROES 

At a session of the Interstate Com¬ 
merce Commission, Board of Suspension, 
held at its office In Washington, D. C.» 
on the 29th day of October A. D. 1956. 

There being under consideration the 
matter of rates and charges, and the 
rules, regulations and practices affecting 
such rates and charges, applicable on 
interstate or foreign commerce of wire 
garment hangers, minimum 25.000 
pounds, from Baltimore, Md. to certain 
points in North Carolina, as set forth in: 

Motor Carriert Tmlfio Association. Inc., 
Agont; In Supplement No. 58 to MF-I. C. O, 
No. 444: on page 12 thereof. Index 1783Q; 

Southern Motor Carrlen Rate Oonlerenee, 
Agent: In Supplement No. 75 to MP-I. C. C. 
No. 804; on pages 47 and 48 thereof. Indices 
24193. 24193.1, 241922, 241932, 34193.5, 

24193.8, 24192.7, 241922, 241932, 24193.1, 
24193.4, 241982. 24198.7 and 241982; 

or as the same may be amended or 
reissued. 

It appearing that upon consideration 
of the tariff schedules and protest 


thereto, there Is reason to institute an 
investigation to determine whether they 
result in rates and charges, rules or 
regulations and practices that are un¬ 
just and unreasonable in violation of 
the Interstate Commerce Act; and good 
cause appearing therefor; 

It is ordered, That an investigation be, 
and it is hereby, instituted. Into and con¬ 
cerning the lawfulness of the rates, 
charges, rules, regulations and practices 
contained in said schedules, with a view 
to making such findings and orders in 
the premises as the facts and circum¬ 
stances shall warrant. 

It is further ordered. That the investi¬ 
gation in this proceeding shall not be 
confined to the matters and Issues here¬ 
inbefore stated as the reason for Institut¬ 
ing this investigation, but shall Include 
all matters and Issues with respect to the 
lawfulness of the said rates, charges, 
rules, regulations and practices under 
the Interstate Commerce Act. 

It is further ordered. That a copy of 
this order be served on the respondents* 
attorneys in fact who filed the schedules 
containing the rates under investigation 
herein: and that further notice of this 
proceeding be given to the respondents, 
and that notice be given to the general 
public by posting a copy of this order 
in the office of the Secretary of the Com¬ 
mission at .Washington, D. C., and by 
filing a copy with the Director, Division 
of the Federal Register. 

And it is further ordered. That this 
matter be assigned for hearing at a time 
and place to be hereafter fixed. 

By the Commission, Board of Sus¬ 
pension. 

IsxALl Harold D. McCoy, 

Secretary, 

(P. R. X>oc. 58-8934: Pllad, Nov. 2, 1958: 

8:48 a. m.] 
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